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United States Trust Company 
of New York 


45 Wall Street, New York 


Chartered 1853 


Condensed Statement as of July 1, 1936 


RESOURCES 


SE ae ee 


Loans on Collateral 
Bills Purchased _____ 


United States Government Securities ___ 
State and Municipal Bonds 


Other Bonds aaa 

Stock in Federal Reserve Bank . 
Bonds and Mortgages 

Real Estate, 45 Wall Street 
Other Real Estate 

Accrued Interest Receivable 


LIABILITIES 


Interest Pa on Deposits 
Reserved for Taxes and Expenses 
Dividend Payable July 1, 1936 


$31,492,191.40 
34,748,689.59 
1,235,500.00 
16,000,000.00 
3,670,000.00 
10,531,500.00 
840,000.00 
4,907,116.19 
2,000,000.00 
500,000.00 
382,526.15 


$106,307,523.33 


$ 2,000,000.00 
26,000,000.00 
2,208,740.62 


$30,208,740.62 


74,114,045.56 
49,966.66 
1,434,770.49 
500,000.00 


$106,307,523.33 


United States Government and other securities carried at $405,000 are pledged to 
secure public deposits and for other purposes required by law. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





Editorial 
The Common Trust Fund 
Advancing the Frontiers of Fiduciary Service 


ITH the enactment into law of Sec- 

tion 169 of Title I of the Revenue 
Act of 1936, the first major obstacle to 
economical administration of small trust 
funds has been removed, through recog- 
nition that properly qualified common 
trust funds should not be classified as 
corporations for Federal income taxation. 
Exemption of such funds, maintained 
“exclusively for the collective investment 
and reinvestment of monies contributed 
thereto by the bank in its capacity as 
trustee, executor, administrator or 
guardian’, is dependent, however, on con- 
formity with such prescriptions as may 


be issued by the Board of Governors of 
the Federal Reserve System. 


Pioneering in the establishment of 
common or composite funds for trust in- 
vestment during the past ten years has 
met with many difficulties, but has pro- 
vided the experience from which should 
be developed one of the most useful and 
efficient means of corporate fiduciary ser- 
vice. Aside from the vulnerability to 
duplicate taxation, there have been prob- 
lems of intricate and expensive book- 
keeping and valuations, which have not, 
however, proven insurmountable. Inso- 
far as these arise out of tax require- 
ments there is still need for interpreta- 
tion by the Internal Revenue Bureau of 
provisions relating to calculation of the 
fund income before apportionment to 
beneficiaries, for definition of a work- 
able revaluation system, and in some 
states for revision of tax laws, compat- 
ible with Federal regulations. 

Much discussion has centered around 
the types of securities which should 
properly be included in such funds, what 


proportions of bonds, stocks or mort- 
gages were desirable, what percentage 
should be in long and short term maturi- 
ties, whether separate funds should be 
maintained for legal and non-legal invest- 
ments, the effect of withdrawals in times 
of need for cash on the part trustors of 
revocable trusts, apportionment of inter- 
ests between life tenants and remainder- 
men, and whether there should be some 
provision for payment in kind. The ap- 
plication of recognized fiduciary princi- 
ples based on practical experience, and 
the setting up of requirements by the 
Federal Reserve Board, should prove an 
invaluable guide to the solution of these 
problems. Intensive study is presently 
being given to the formulation of ade- 
quate standards by a special committee 
on common trust funds of the Trust Divi- 
sion of the American Bankers Assn. 
While not regarded as a panacea, the 
importance of extending to trust invest- 
ment, under proper restrictions, the ad- 
vantages of pooling which have been suc- 
cessfully enjoyed by life insurance com- 
panies, should not be under-estimated. 
The common trust fund offers, perhaps, 
one of the closest approaches to the com- 
bination of the two rules for safe in- 
vestment: first, diversity; and second, 
putting all the eggs in one basket and 
then watching the basket. Statutory or 
judicial restrictions in a number of 
States apparently make impossible the 
adoption of this medium of investment 
for existing trusts, particularly those 
confined to “legals”, and consideration 
for existing trusts, without amending 
existing law, and consideration might 
well be given to clarifying these laws 
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when the regulations of the Federal Re- 
serve are issued. 

The tendency toward smaller estates 
and the frequency with which large es- 
tates are split up into several trusts, as 
for philanthropic purposes or to provide 
small annuities to others than the prin- 
cipal beneficiaries, makes the common 
trust fund essential to economical and 
profitable administration. It may even 
become a general policy to accept trusts 
below certain minimums only when per- 
mission is granted to invest through such 
a fund. It is a well known fact that 
small trusts are often as expensive to ad- 
minister as are large ones, and the use 
of common funds should go far to 
ameliorate the earnings situation at the 
same time that it allows more intensive 
investment research. 


The common fund, as defined in Sec- 
tion 169 of the Revenue Act, is clearly 
conceived as an efficient means of invest- 
ing bona-fide fiduciary monies and not as 
an investment trust structure under 
which the primary function of trust in- 
stitutions would be lacking, or as a trad- 


ing account inimical to the basic con- 


cepts of trust investment. The same 
principles of prudent and conservative 
management should govern the common 
trust fund as govern the individual fidu- 
ciary relationship. From the operating 
standpoint one of the most important 
factors is that the fund have a basis of 
readily marketable and easily evaluated 
securities. Experience of other coun- 
tries in which the common trust fund 
type of investment has been in operation 
will, no doubt, be invaluable, to the end 
that the advantages of corporate fidu- 
ciary services may be democratized, on 
the traditionally high plane of integrity 
and ability. 


Text: Sect. 169, Title I of Revenue Act 


Sec. 169. Common Trust Funds. 

“(a) Definitions—The term ‘common trust 
fund’ means a fund maintained by a bank 
(as defined in Section 104)— 

“(1) Exclusively for the collective in- 
vestment and reinvestment of moneys con- 
tributed thereto by the bank in its capacity 
as a trustee, executor, administrator or 
guardian; and 

“(2) In conformity with the rules and 


regulations, prevailing from time to time, 
of the Board of Governors of the Federal 
Reserve System pertaining to the collective 
investment of trust funds by national 
banks. 

“(b) Taxation of Common Trust Funds 
—A common trust fund shall not be sub- 
ject to taxation under this title, Title 1A, 
or Section 105 or 106 of the Revenue Act 
of 1935, and for the purposes of such titles 
and sections shall not be considered a cor- 
poration. 

“(c) Income of Participants in Fund— 
Each participant in the common trust fund 
shall include in computing its net income 
its proportionate share, whether or not dis- 
tributed and whether or not distributable, 
of the net income of the common trust fund. 
The net income of the common trust fund 
shall be computed in the same manner and 
on the same basis as in the case of an in- 
dividual. The proportionate share of each 
participant in the amount of interest spec- 
ified in Section 25 (a) received by the com- 
mon trust fund shall for the purposes of 
this supplement be considered as having 
been received by such participant as such 
interest. 

“(d) Admission and Withdrawal—No 
gain or loss shall be realized by the com- 
mon trust fund by the admission or with- 
drawal of a participant. The withdrawal 
of any participating interest by a partici- 
pant shall be treated as a sale or exchange 
of such interest by the participant. 

“(e) Returns by Banks—Every bank 
(as defined in Section 104) maintaining a 
common trust fund shall make a return un- 
der oath for each taxable year, stating 
specifically, with respect to such fund, the 
items of gross income and the deductions 
allowed by this title, and shall include in 
the return the names and addresses of the 
participants who would be entitled to share 
in the net income if distributed and the 
amount of the proportionate share of each 
participant. *** 

“(f) Different Taxable Years of Com- 
mon Trust Fund and Participant—If the 
taxable year of the common trust fund 
is different from that of a participant, the 
proportionate share of the net income of 
the common trust fund to be included in 
computing the net income of the participant 
for its taxable year shall be based upon the 
net income of the common trust fund for 
any taxable year of the common trust fund 
(whether beginning on, before, or after 
Jan. 1, 1936) ending within the taxable 
year of the participant.” 





Trends in the Trust Field 


Problems of Small Trusts, Profitable Operation and 
Clarification of Standards 


GILBERT T. STEPHENSON 
Vice President, Equitable Trust Company, Wilmington, Del. 


(Editor’s Note: As in all business and professional progress it is important 
not only to acquire proficiency in the use of existing methods and tools, but 
even more to give attention to the development of new or improved imple- 
ments, Mr. Stephenson’s article impresses the necessity of interpreting 
the changing economic and social conditions in the light of the more press- 


ing trust problems today.) 


ORK in connection with the Grad- 

uate School of Banking makes it in- 
cumbent upon me each year to undertake 
to discover and to interpret to our grad- 
uate students the year’s trends in the 
trust field. By trends in the trust field I 
mean, of course, the direction in which 
trust business and trust service in their 
many ramifications are moving or show- 
ing signs of moving. 


How Trends Are Discovered 


Trends in the trust field are discovered 
(1) by talking with trust men from dif- 
ferent parts of the country and from dif- 
ferent kinds of trust institutions and 
finding out what they are talking about, 
what they are thinking about, what they 
are worrying over, and what they are 
planning for; (2) by attending the meet- 
ings of trust men and listening to the 
formal addresses and—what frequently 
is even more revealing—lis- 
tening to the discussions 
from the floor and to the 
conversations in the lobby 
and in the hotel rooms dur- 
ing the mid-winter trust 
conference, the _ regional 
banking and trust confer- 
ences, the trust divisions or 
sections of state bankers 
associations, the local trust 
associations; and (3) by 
articles on trust subjects 
in Trust Companies, in the 
Trust Bulletin, and in 
Banking. In addition to 
these sources of informa- 
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tion, my work on the Committee on Trust 
Policies of the Trust Division, as well 
as my connection with the Graduate 
School, gives me a correspondence with 
trust men, young and old, from all parts 
of the country; and the questions asked 
and the problems raised in their letters 
reveal in an unmistakable way the trends 
in the trust field. 

The value of looking for, finding out, 
and trying to interpret trends in the 
trust field is that, if a trend, when dis- 
cerned, is in the wrong direction, it may 
perhaps be counteracted before it gains 
too much momentum to be stopped; and, 
if it is in the right direction, it may be 
stimulated and cultivated. Many a catas- 
trophe might have been averted had the 
untoward trend been discovered sooner. 
Many an ideal might have been realized 
more completely had the right trend been 
discovered sooner and cultivated more in- 
tensively. 

Interest of Bankers in 
Trust Business 


One of the most notice- 
able, unmistakable, and, 
withal, one of the most sig- 
nificant and encouraging 
present-day trends in the 
trust field is the revival 
and, in some cases, I must 
say, the birth of interest 
and, shall I say, concern of 
bankers over trust busi- 
ness. 

I mean now to distin- 
guish between bankers and 
trust men. While banks en- 
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gage in trust business and trust compan- 
ies, in banking, banking and trust busi- 
ness are separate and distinct activities. 
While bankers and trust men are close 
associates of one another, they are, nev- 
ertheless, members of different callings. 

Heretofore, in full recognition of this 
demarcation, bankers and trust men 
have kept largely each to themselves in 
their local banks and trust companies as 
well as in their organized activities. All 
too often the bank officers have known 
altogether too little of what was going on 
in the trust department; and the trust 
officers, less of what was going on in the 
banking department. In their organized 
activities, the trust men have had their 
own divisions or sections or conferences 
and the bankers, theirs; and seldom the 
twain have met to take common counsel 
together. 

Lately, however, and especially within 
the past year, bankers have been inquir- 
ing more and more into and learning 
more and more about their trust depart- 
ments. Bankers have become especially 
concerned over the earnings of their 
trust departments and over the actual 
and contingent liabilities that their banks 
and trust companies as corporations and 
that they themselves, as executive officers 
and directors, have assumed with respect 
to their trust business. 


In the organized activities of bankers 
this trend has been still more noticeable. 
For example, in previous years most of 
the presidents of the American Bankers 
Association have attended the mid-winter 
trust conference principally to pay their 
respects to the trust men and to extend 
the felicitations of the parent associa- 
tion; this year at the mid-winter trust 
conference President Fleming delivered 
one of the main addresses and that, too, 
largely on a highly technical trust sub- 
ject—namely, trusteeship under corpor- 
ate bond issues. Heretofore, the bankers 
and trust men have either conducted sep- 
arate regional trust conferences or sep- 
arate meetings at the conferences. This 
year, on the contrary, at both the 
Memphis and the Chicago conferences on 
banking service there were no separate 
meetings for trust men and one of the 
topics of discussion at the general ses- 


sions was the bank’s responsibility for 
its trust department. At the recent 
Spring Meeting of the Executive Council 
of the American Bankers Association a 
substantial part of the President’s report 
dealt with a highly technical trust sub- 
ject—tthe tax features of common trust 
funds. At the coming session of the 
American Bankers Association, for the 
first time, one of the addresses at one of 
the general sessions is to be on a trust 
subject. 


At last trust men and bankers are 
coming to realize that under the Ameri- 
can system of trust business they are 
partners—partners in profits and part- 
ners in losses, partners in duties and 
partners in responsibilities. In the real- 


ization by bankers of this partnership 
is to be found the greatest hope and ex- 
pectation of the solution of our present- 
day trust problems. 


Providing for Administration of Small Trusts 


Another marked and _ unmistakable 
trend in the trust field is the growing 
determination to make provision for the 
administration of small trusts. In all 
but the largest cities trust institutions 
all along have felt obliged to accept small 
as well as large trust accounts without 
much, if any, attention being paid to 
whether they could be administered prof- 
itably to the trustee or advantageously 
to the beneficiary. In a few of the large 
cities trust institutions have been able to 
fix a minimum below which normally 
they would not accept trust accounts; but 
even in those cases the minimum was 
flexible and the rule often was acknowl- 
edged more in the breach than in the ob- 
servance. Since the depression the aver- 
age size of the trust account has been re- 
duced greatly. According to the figures 
of the Comptroller of the Currency, the 
average size of all trust accounts in 
national banks is only $22,000; it is only 
$10,500 in banks capitalized at $200,000 
or less; and only $8,500 in cities of 10,000 
and under. I have no reason to doubt 
that these averages would apply also to 
state-chartered banks and trust compan- 
ies. 


The small trust has offered two baffling 
problems. One of them is that of ob- 
























Mens jst TESAMD ENGR VAR IC Ee g sas 







tlt 






EWR HEY TDS Ni 

















taining proper diversification of invest- 
ments; the other, that of cost of opera- 
tion. 


In the opinion of 29 representative 
trust investment officers whose opinions 
have been taken, satisfactory diversifica- 
tion cannot be obtained in trust accounts 
of, say, less than $35,000. None of them 
thinks that it can be obtained in an ac- 
count of less than $10,000. Some think 
that as much as $100,000 is necessary, 
while the average is about $35,000. From 
the standpoint of diversification, trust in- 
stitutions have found that the investment 
of small trusts has offered real difficul- 
ties. 


The earnings on these small trusts 
were found to be grossly inadequate to 
meet operating expenses. It was found 
that the average gross earnings per trust 
account for all national banks in the 
United States for the year ending 1934 
was $172, ranging from $68 in banks 
capitalized at $25,000 to $226 in those 
capitalized at $500,000 or over, from $30 
in towns of 1,000 to $338 in cities of 
1,000,000 or over. The problem has been 
to meet operating expenses without over- 
burdening the small trust account. 


Realizing that under present condi- 
tions trust institutions can not adminis- 
ter small trusts profitably or economically 
and that they must find a way to admin- 
ister small trusts if they are to meet the 
trust needs of their customers, trust men 
have set themselves to the task of finding 
the solution. They have decided that 
some method of mingling the funds of 
small trust accounts for investment pur- 
poses is the best, perhaps the only, meth- 
od of handling small trusts. <A few trust 
institutions—notably the Brooklyn Trust 
Company, the City Bank Farmers Trust 
Company and the Equitable Trust Com- 
pany of Wilmington, Delaware—estab- 
lished common trust funds six years ago 
and have done the necessary pioneering 
in that field. They have encountered 
serious difficulties in the administration 
of common trust funds—difficulties in 
taxation, difficulties in accounting, and 
difficulties in operation. However, six 
years’ experience has convinced trust 
men that the common trust fund is a bas- 
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ically sound and essential instrumentality 
for the administration of small trusts. 

The Congress of the United States, 
recognizing the social and economic de- 
mand for the small trust, added a new 
section to the Revenue Act of 1936 (Sec- 
tion 169) which promises to give trust 
institutions the desired relief with re- 
spect to the administration of small 
trusts. The new section provides that a 
common trust fund operated exclusiveiy 
for the collective investment of trust 
funds and under rules and regulations 
prescribed by the Board of Governors of 
the Federal Reserve System shall not be 
taxable as an association. The section 
also completely solves the accounting 
problem that had been giving trust men 
so much concern. As soon as the rules 
and regulations of the Board of Gov- 
ernors of the Federal Reserve System are | 
adopted, trust institutions should be able 
to establish common trust funds that will 
go a long way towards solving their 
small-trust problems. 


In my opinion the solution of the 
small-trust problem will do more than 
any other one thing to popularize and 
democratize trust service. Even though 
a particular trust institution may not ac- 
cept trust accounts under a certain size 
and may be under no obligation, social or 
economic, to do so, nevertheless trust in- 
stitutions generally must accept and ad- 
minister small trusts cheerfully or soon- 
er or later lose their place in our social 
and economic order. 


Putting Trust Business on a Paying Basis 


Another noticeable trend in the trust 
field is the developing determination to 
put trust business on a paying basis. This 
statement implies that trust business is 
not on a paying basis at the present time. 
Taking the country as a whole, that ap- 
pears to be the fact. Driscoll, Millet and 
Company, bank analysts of Philadelphia, 
has published far and wide its finding 
that of the 300 and more trust depart- 
ments it has cost-analyzed only one in 12 
is on a paying basis and of those on a 
paying basis only one in three is showing 
more than nominal profits. If these 300 
are a true cross-section of the 3,000 trust 
departments, then there are only 250 
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trust departments in the United States 
on a paying basis and of these only 83 
are showing more than nominal profits. 
These figures should, no doubt, be dis- 
counted somewhat. These cost-analyses 
were made, for the most part, in eastern 
and southern trust departments where 
the trustees’ commissions still are based 
upon income rather than upon principal. 
Some of them were made for banks and 
trust companies which knew that their 
trust department was losing money or 
was in the twilight zone between profit 
and loss and for that very reason had the 
cost analysis made. To the extent that 
this is true, it would be as unfair to base 
conclusions upon these statistics as it 
would be to judge the healthfulness of a 
community by counting only the sick peo- 
ple and those of uncertain health. Again, 
most of these cost analyses were made at 
a time when earnings are abnormally low 
because of the reduced income-yield on 
trust investments and the operating ex- 
penses abnormally high because of the 
cost of servicing mortgages, stocks and 
bonds, real property, and, in fact, all 
kinds of trust property. Grant that, for 
these reasons or others, Driscoll, Millet 
and Company’s figures should be dis- 
counted. The fact remains—amply 
borne out by irrefutable testimony and 
evidence from other sources—that a very 
large proportion of the trust depart- 
ments are not being operated at a profit. 
Accepting the situation in a sensible 
way, the trust man of the United States 
already have addressed themselves reso- 
lutely to the task of putting trust busi- 
ness on a paying basis. They have gone 
about it in this way: In February Presi- 
dent Callaway of the Trust Division ap- 
pointed a committee of nine representa- 
tive trust men, which is known now as 
the Committee on Trust Policies, repre- 
senting different sections of the country. 
After taking the opinion of leading trust 
men from every section, the committee 
found as a fact that the most pressing 
business problem of bankers and trust 
men with respect to trust business—the 
one that calls for prompt and construc- 
tive action—is that of putting trust busi- 
ness on a paying basis and keeping it 
there. Next, the committee formulated 


a report under these two heads: (1) Why 
Trust Business Is Not on a Paying Basis 
and (2) How Trust Business May Be Put 
on a Paying Basis. Under the latter 
head it discussed, first, How the Cost of 
Trust Service May Be Reduced and sec- 
ond, How the Earnings of Trust Busi- 
ness May Be Increased. This report, 
which was adopted at the last meeting of 
the Executive Committee, was published 
in the May, 1936, Trust Bulletin and 
placed in the hands of every trust man in 
the United States. This report is gen- 
eral in its terms and is meant only to 
present in bold outline the cause and cure 
of unprofitableness of trust business. 
This preliminary report is to be followed 
by special studies—some of them neces- 
sarily highly technical—on different 
aspects of reducing costs and increasing 
earnings. An unprofitable trust depart- 
ment cannot be converted overnight into 
a profitable trust department. It will 
take time. But the hopeful thing is it 
can be done, for it has been done; and it 
must be done for trust business cannot 
continue on an unprofitable basis and 
trust business must continue. The 
American people demand the continuance 
of trust business, and they are willing to 
pay reasonably for trust service. 


Clarification of Standards of Trust Service 


Still another trend in the trust field is 
towards the clarification of the standards 
of trust service. Notice, I do not say, 
elevation of the standards of trust ser- 
vice, though elevation inevitably will be 
the result of clarification. As the less ex- 
perienced trust institutions come to un- 
derstand and appreciate the self-imposed 
standards of the more experienced ones, 
they, too, will elevate their standards. 

The first move towards the clarification 
of the standards of trust service was the 
formulation and adoption of the State- 
ment of Principles of Trust Institutions 
in 1933. Antedating and surviving the 
NRA and the Bankers Code, the State- 
ment of Principles is morally binding 
upon every trust institution that is a 
member of the American Bankers Asso- 
ciation. Most of the obligations con- 
tained in the Statement are by statute, 
decision or regulation legally binding 
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upon banks and trust companies that are 
members of the Federal Reserve System 
and of the Federal Deposit Insurance 
Corporation. 

In certain respects the Statement of 
Principles has gone further than the law 
itself has gone. For example, the law 
says that a trustee shall live up to the 
standard of the reasonably prudent man 


attending to his own affairs; the State- - 


ment says that a trust institution shall 
live up to the standard of the reasonably 
prudent trustee. The law says that a 
trustee shall exercise all the skill he has 
and that it must be at least that of a 
reasonably prudent man; the Statement 
says that a trust institution shall exer- 
cise all the skill it has or can reasonably 
acquire. The law says that in making 
and changing trust investments a trustee 
shall use the care, prudence, and skill of 
an ordinarily prudent man; the State- 
ment says that a trust institution shall 
make or change trust investments only 
upon the advice of a committee of officers 
or directors. The law condemns self- 
dealing by a trustee; the Statement says 
that the trust institution shall avoid all 


temptation to deal with itself by not sell- 
ing or buying from any concern in which 
it may have even a remote or indirect fin- 


ancial interest. These and other obliga- 
tions set forth in the Statement long have 
been the practice of experienced trust in- 
stitutions; now they are brought to light 
for the guidance of less experienced trust 
institutions. 

The Statement of Principles is just 
now taking its rightful place in the con- 
sciousness of trust institutions generally. 
Bankers, as well as trust men, are study- 
ing and discussing its provisions. They 
are accepting its guidance as they do 
that of their company’s charter. 

The second phase of this trend to- 
wards the clarification of standard re- 
lates, not to the trust institution as a cor- 
poration, but to the trust man as an 
individual. The Statement of Principles 
refers to the trust institution. The 
trust man as an individual has certain 
personal, ethical obligations. What are 
they? Do all trust men understand 
them? Does the general public under- 
stand them? 


Last summer one of the topics of dis- 
cussion in the Graduate School of Bank- 
ing was the ethical obligations of a trust 
man. Last fall one of the main addresses 
at the annual meeting of the Trust Divi- 
sion in New Orleans was on the ethics 
of trust men. The Trust Division has a 
special Committee on Ethical Obligations 
which is at work on the subject. How 
soon, if ever, a formal statement of ethi- 
cal obligations is presented, accepted, and 
published is a matter of little conse- 
quence. The main thing is that trust 
men are studying their ethical obliga- 
tions to all persons with whom they and 
their companies sustain business rela- 
tionships. 


Other Trust Systems Are Worthy of Study 


One more trend in the trust field is that 
towards the realization that other trust , 
systems in the world are worthy of study. 
At the meeting of the Trust Division in 
Philadelphia in 1928 I stated to the Exe- 
cutive Committee, of which I was a mem- 
ber at the time, that I planned to go to 
England the following summer to study 
its trust system and suggested that, if I 
went as the authorized representative of 
the Trust Division, it might give me bet- 
ter entree. One of my friends good- 
naturedly but facetiously moved that I be 
appointed ambassador extraordinary and 
minister plenepotentiary from the Trust 
Division to the trust institutions of Great 
Britain. The motion was duly carried 
with a laugh at my expense: The sug- 
gestion was a huge joke, that England 
or any other country might have any- 
thing to teach us about trust business. 

Now, as an indication of the change of 
attitude in seven years time, let me quote 
a portion of a paragraph of President 
Fleming’s address at the last mid-winter 
trust conference on The Social Signifi- 
cance of Trust Service. He said: “...if 
we look around us, we find that the devel- 
opment of trust service in this country 
is not a sporadic spurt but is the answer 
to a universal social need. The fact is 
that in every common law country, such 
as our own, without exception, the trust 
is used. In every common law country 
there are trust institutions engaged in 
trust business. In every civil law coun- 





12 TRUST COMPANIES 


try there are substitutes for trusts which 
accomplish in a cumbersome way what 
we accomplish through the trust in a 
direct way. In the Mohammedan coun: 
tries the form of trust is well developed. 
So it is in the Latin American countries 
and the Scandinavian countries. As for 
Japan, it has bodily taken over and 
grafted onto its legal system the basic 
principles of common law trusts. The 
demand for trust service is world wide.” 


In England corporations have been en- 
gaged in trust business on an appreciable 
scale only since 1908; yet today a larger 
proportion of English estates are being 
wound up by trust corporations than in 
the United States where we have been 
engaged in trust business over 100 years. 
Trust business has reached its highest 
point of development in New Zealand 
where out of a white population of only 
1,500,000, one trust corporation alone has 
nearly 85,000 wills on file in which it is 
named. 

A few months ago, when one of Sena- 
tor Long’s statutes in Louisiana threat- 
ened to put the trust institutions of that 
state out of business, at least so far as 
trusts proper are concerned, one of the 
Graduate School students asked for sug- 
gestions as to a statute on trusteeship 
that would fit into a civil law system. 
Fortunately, it was possible to cite him 
the trust law of the Republic of Panama. 
The Panama trust statute, grafted onto 
a civil law system, was just what my 
Louisiana friend was looking for. 


In January of this year a group of 
trust men had a conference on common 
trust funds with the General Counsel of 
the Board of Governors of the Federal 
Reserve System. In the course of the 
conference the question was raised 
whether any other country ever had had 
any experience with common trust funds. 
It was found that in at least six other 
countries—namely, Canada, New Zea- 
land, Australia, Denmark, Norway, and 
Japan—common trust funds of one sort 
and another are being operated at the 
present time. Furthermore, it was found 
that in each of these countries a some- 
what different type of common trust fund 
has been developed, thus offering a var- 
iety of experiences with common trust 


funds. For instance, it was found that 
Norway, the same as in the United 
States, has the unguaranteed fund; that 
Canada and Japan have company-guar- 
anteed funds; that New Zealand, Aus- 
tralia, and Denmark have state-guaran- 
teed funds; that Denmark, New Zealand, 
and Australia have state-operated funds; 
that Norway has county-operated funds; 


that Canada and Japan have company 


operated funds. Is it surprising then 
that the General Counsel of the Board of 
Governors of the Federal Reserve System 
requested the committee to incorporate 
in its memorandum a description of the 
operation of common trust funds in these 
other countries? 


Emphasis Upon Trends Rather Than 
Problems 


There are two categories of problems 
connected with almost any human enter- 
prise. One category contains the prob- 
lems of preservation; the other, the prob- 
lems of progress. To illustrate: On 
shipboard those sailors who are calking 
the hull, pumping out the bilge water 


and removing the barnacles are engaged 
upon the problems of preservation. Those 
sailors who are stoking the fires, reading 
the compass, and steering the ship are 
engaged upon the problem of progress. 
One set of sailors is keeping the ship 
afloat; the other is taking her to port. 


Apply this to trust business. Every 
trend in the trust field I have mentioned 
involves problems as a matter of course. 
But all these are problems of progress 
and development. 


What gives us trust men high courage 
to fight on for the solution of our pres- 
ent-day trust problems is that, after all, 
they are problems of progress. The sun 
that shines today upon the trust field is a 
rising and not a setting sun. The trust 
man’s problems today are the problems 
of the morning, not the evening. They 
are the problems of preparing for the 
work of a day that is still young, not of 
clearing away the debris of the work of 
a day that is already far spent. The 
trust institution has an assured place in 
the social and economic order of our 
nation. Great as its past may have been, 
its future is greater still. 
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Co-Fiduciaries 


Inquiry to Determine Conditions Under Which 
Co-Appointments Are Beneficial 
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Editor’s Note: Appointment of individuals as co-executors or co- 
trustees with corporate fiduciaries can, in certain situations, contribute 
materially to the satisfactory solution of estate problems. In other 
instances, as proven by both administrative experience and court reviews, 
the division of responsibility, particularly under trusts, has but added 
unnecessary confusion and expense and even entailed loss of advantages 
from prompt action. 

It is also highly important to the maintenance of high standards 
and efficiency in meeting fiduciary responsibilities, that the trust insti- 
tution be accorded business-like powers and adequate fees. There is no 
sound basis on which a division of responsibilities and fees can be made 
unless it serves the greatest advantage of the beneficiaries of the estate 


of trust. 


With a view to ascertaining a logical basis on which testators might 
determine whether or not to appoint co-fiduciaries, inquiry was addressed 


to representative trust institutions 


HE specific questions of the inquiry 
concerned the following points: 


1. Is there a growing tendency 
among certain attorneys in drafting 
the will to persuade inclusion of them- 
selves, the widow, or other family 
beneficiary as co-fiduciary? 

2. What are the main disadvan- 
tages and dangers of a co-fiduciary, of 
which testators should be advised? 

3. In what situations should co- 
fiduciaries be urged, and for what pur- 
poses would they be desirable to the 
administration of the estate? Is this 
affected by whether full commissions 
are allowed to each? 

4. Would it be desirable to have 
statutes giving full commissions to 
each fiduciary, under certain limita- 
tions? What can be done to assure 
the corporate fiduciary of fair com- 
missions? 

5. Would an advisory rather than 
a co-fiduciary status be practical: to 
meet the trust purposes of most testa- 
tors? 
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throughout the country. 


6. Should distinctions be made as 
between co-executors and co-trustees? 


Typical replies are published below. 
ALABAMA 


We have found no tendency among at- 
torneys to include themselves but have 
found a definite tendency on their part 
to advise the naming of a widow as a co- 
fiduciary. We, on our part, prefer the 
naming of a co-fiduciary since it spreads 
the responsibility, although in such cases 
we provide in the will that we will be al- 
lowed full commissions. In addition to 
the spread of responsibility, the inclusion 
of the wife as a co-fiduciary usually goes 
a long way towards the establishment of 
cordial relations with us which we find 
does not exist in some cases in the begin- 
ning when the bank is named sole execu- 
tor or trustee. We can see no desirabil- 
ity in the enactment of any statutes pro- 
viding for full commissions to be paid 
each fiduciary since, as I have said be- 
fore, where we are acting with another 
fiduciary we provide in the instrument 
for our own commission. 
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DISTRICT OF COLUMBIA 


I have found a tendency among certain 
attorneys to include themselves, the 
widows or other members of the family 
as co-fiduciaries. In fact, I have known 
of several instances where we have re- 
ferred people to attorneys and the Trust 
Company was eliminated from the will. 

We have no objection whatsoever to 
having a co-fiduciary act with us, but we 
insist, in those cases where we know we 
are a co-executor or co-trustee, that a 
commission agreement be entered into 
whereby we can receive our usual fee. We 
find, in most every instance where there 
is a co-fiduciary, that the Trust Company 
does practically all of the work, and, gen- 
erally speaking, any recommendations we 
make are followed by the co-fiduciary. 
One of the disadvantages of a co-fidu- 
ciary, in my opinion, is the chance that 
something very important may come up 
and the co-fiduciary may be too ill or out 
of the city or country on vacation, which 
could cause serious loss to the estate. 
Very often co-fiduciaries can be partial 
to certain interests involved and would 
not strictly adhere to following the 
“straight and narrow” as the corporate 
trustee would undoubtedly do. 


I think the chief situation which would 
be of advantage to the estate to have a 
co-fiduciary is in the case of the opera- 
tion of a business where the co-fiduciary 
is very intimate with the handling of the 
business. 

I do not know just how to answer your 
question on the amount of commissions 
to each fiduciary. Under conditions here 
we can generally get a substantial fee in 
case the commission has to be split, but, 
as I have stated before, we are insistent 
on a commission agreement where it is 
known that there is a co-executor or co- 
trustee. 


We have a number of cases where we 
are instructed to consult someone who 
may not be named a co-fiduciary and it 
has worked out pretty well. It seems to 
be the tendency of the Courts today to 
hold the corporate fiduciary liable in case 
of disagreement on investments where 
the corporate fiduciary did not bring the 
matter into Court for solution. 


I have no inclination to make any dis- 
tinction between co-trustees and co-ex- 
ecutors. As I stated in the beginning of 
this letter, we never raise any question 
about having a co-fiduciary if the testa- 
tor so desires, although when they ask 
us we point out the possible disadvan- 
tages. We only insist on a fee, so far as 
we ourselves are concerned, which we 
consider proper to compensate us for the 
services we render. 


KENTUCKY 

1. Co-fiduciaries add to the burden of 
settling an estate by making it necessary 
to arrange for them to be present at con- 
ferences, etc. 

2. They sometimes make it impos- 
sible to act promptly, or at all, upon mat- 
ters needing attention by reason of sick- 
ness or absence from the city. 

3. Frequently a co-fiduciary is named 
in a will for the purpose of cutting down 
corporate fees. 

4. Co-fiduciaries add to the difficul- 
ties of the already burdensome invest- 
ment problems, usually without bringing 
any real knowledge to the subject, and 
without reducing the individual liability 
of the corporate fiduciary for claims 
which may be presented against it by 
reason of alleged mismanagement. 


It is our policy never to make objec- 
tion to the appointment of a co-fiduciary, 
provided the individual suggested is rea- 
sonably competent. We feel that too 
strong insistence upon the omission of a 
co-fiduciary may arouse unwarranted 
suspicion in the mind of the prospect and 
tend to a loss of the business. In this 
community advisory committees of one or 
more individuals are more popular than 
the co-fiduciary, so that the question of 
co-fiduciaries has not proven itself to be 
much of a problem with us. 

I have never come in contact with a 
case where an attorney has named him- 
self as co-fiduciary. They sometimes 
name the widow or one of the beneficiar- 
ies. 


It may be that I am taking too narrow 
a view of the matter, but I do not know 
of any case where I would recommend 


the appointment of a co-fiduciary. If a 
corporate fiduciary needs the assistance 
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of an individual, there is never any dif- 
ficulty in enlisting the interest of such 
individual when it is to his advantage, 
either as a beneficiary of the estate or on 
a fee basis. As stated above, the only 
situation in which I would recommend 
the appointment of a co-fiduciary is one 
where the testator or the trustor is timid 
about appointing a corporate fiduciary 
alone. 

The problem is not one which is of 
great moment with us, as very few co- 
fiduciaries are suggested in this commun- 
ity. 

MASSACHUSETTS 

(1) We see a decided tendency among 
certain attorneys to push themselves in 
as co-fiduciaries in drafting a will. A 
good deal of our new business also orig- 
inates through life underwriters and we 
find that they have a decided tendency 
to advise the inclusion of the widow as a 
co-fiduciary. 

(2) The disadvantages of a co-fidu- 
ciary are that on the investment side 


much time is wasted. We make up our 
minds that a sale or purchase should be 
made and write our co-fiduciary for his 


assent. Often the co-fiduciary is away 
and considerable delay can ensue, and in 
any event there may be several days’ de- 
lay during which the market may alter. 


Another danger of a co-fiduciary may 
be illustrated by an actual case. We be- 
came a successor trustee together with 
the brother of the beneficiary, and found 
in the account a very shaky stock. Our 
co-fiduciary agreed that it should be sold 
but refused to consent to the sale unless 
a reinvestment could be made that would 
give the beneficiary the same income, 
which was obviously an impossibility un- 
less an equally speculative stock were 
bought. While in many cases where the 
trustees are given discretion a co-fidu- 
ciary might be of some assistance, yet 
being consulted rather than being a 
trustee would often save the co-fiduciary 
a lot of family embarrassment and 
wrangling. 
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(3) I think a co-fiduciary may be 
desirable where there is a considerable 
block of close corporation stock which is 
to be retained, and where the co-fiduciary 
is in the business or closely connected 
with it. Again, a co-fiduciary might be 
advisable who had the complete con- 
fidence of an unusually difficult benefi- 
ciary. 

The question of compensation is, of 
course, a vital one in Massachusetts. A 


trustee’s compensation is supposed to be 
what is reasonable under the circum- 
stances, but custom has fixed it pretty 
inflexibly at 6%, and custom does not al- 
low any increase in this compensation 
for a co-fiduciary. Consulting the co- 


fiduciary involves substantially more 
work, and yet, instead of getting more 
fee the corporate fiduciary gets less. 
Sometimes family co-fiduciaries are ob- 
viously inserted to whittle down the 
Bank’s compensation. The situation is 
not quite so serious in executorships as 
the executor’s fee is more flexible and as 
it is more profitable than the trustee’s 
fee. However, all that I have said ap- 
plies to executorships as well. 


(4) Ido not think a statute in Mas- 
sachusetts giving each trustee a full com- 
mission could be passed or would be de- 
sirable. Our trustee’s fee while not 
yielding an exorbitant profit is neverthe- 
less now higher than in most States. 
Also, where two or three individuals are 
trustees they generally share the respon- 
sibility and the investment decisions 
pretty equally and a split in the 6% fee 
between them is not unreasonable. Some 


increase in the aggregate permissible fee 
would, however, be fair. 

As to what can be done to assure the 
corporate fiduciary full commissions, the 
most desirable thing is to persuade the 
maker of the trust or the attorney to in- 
sert a provision that the bank shall re- 
ceive the same compensation as though 
it were sole trustee. If this is not in the 
instrument nevertheless much can be 
done tactfully in discussion with the co- 
fiduciary. 

(5) Often an advisory status meets 
the same ends as are sought to be at- 
tained by the co-trusteeship without the 
disadvantages, and we often suggest it 
as an alternative. It meets the problem 
of the close corporation stock very well 
and also can meet the point of discre- 
tionary powers to give principal to mem- 
bers of the family. 

(6) The only distinction between co- 
executor and co-trustee it seems to me is 
the one I have referred to under (3). As 
a matter of degree the co-executor is less 
harmful because he does not last as long 
and because there is a little more fat in 
the executor’s compensation. 


MICHIGAN 


I have not found in my experience in 
dealing with trusts any disadvantage in 
a co-trustee, unless it were in the matter 
of occasional absences and consequent 
difficulty of communication. On the oth- 
er hand, a co-trustee, if properly selected, 
may be of great advantage in family con- 
tacts and _ relationships, particularly 
where minor children are involved or 
where chronic illness or deficiency oc- 
curs in some of the beneficiaries. 


We have one or two trusts in which 
we have advisory trustees in contradis- 
tinction to a co-trustee, but I have so far 
failed to find any advantage in this dif- 
ferentiation, since the advisory trustee 
is apt to have reposed in him many of 
the powers and few of the responsibilities 
which must be assumed by the co-trustee. 

We have as yet had no difficulty at all 
in relation to fees. We find that donors 
and testators who name personal co- 
trustees in their instruments readily un- 
derstand the need for making suitable 
provisions for the compensation of the 
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corporate trustee in these cases, and 
make no objection to providing in their 
instrument that the corporate trustee re- 
ceive the same fee he would receive if 
acting alone. This is quite necessary in 
Michigan where only one commission is 
provided for by statute. 

I do not think it would be desirable to 
enact statutes which would compel a 
double cost to the estate or trust by com- 
pensating each of the trustees in full. 
So heavy a tax as this would impose on 
the estate’s resources, would probably re- 
sult in a decision of the donor to handle 
his business in some other way. How- 
ever, in the exceptional case where the 
personal co-trustee has a distinct con- 
tribution to make, the testator might 
frequently be very glad to provide extra 
compensation for him. On the other 
hand, I think it quite reasonable for a 
member of the family acting as a co- 
trustee, where all of the detailed work 
and most of the responsibility is carried 
by the corporate trustee, to be willing to 
act without compensation because of his 
family relationships. 


We have had only one or two expe- 
riences of an attorney being named as a 
co-trustee, and these have been exceed- 
ingly happy ones, though I think that as 
a rule attorneys of standing do not like 
fiduciary relationships, preferring to con- 
fine themselves to legal work, feeling that 
they can be of far greater value to their 
clients in that capacity if they are in- 
dependent of the trust. I must admit, 
however, that this theory may have a 
plus or minus value depending on the 
manner in which a corporate trustee 
deals with its attorney relationships. 

I can see no value in a co-executor, and 
my experience in such matters would in- 
dicate that there are distinct disadvan- 
tages. The duties of an executor are 
such that the corporate fiduciary should 
be able to handle the executorship with 
greater expedition and certainty if he 
acts alone. There are no problems of in- 
vestment or reinvestment. There are no 
problems relating to family and family 
interests. The executorship is merely a 
brief business transaction, and a co- 
executor simply adds complications which 
are neither necessary nor helpful. 
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MISSOURI 

We have found a tendency among at- 
torneys to persuade the testator to either 
name him, the widow or a member of the 
family as co-fiduciary in a will. In one 
out of fifty cases there may be an advan- 
tage in having a co-fiduciary, but as a 
general proposition the disadvantages 
are many, including delay in getting ac- 
tion and the necessity of going into long 
explanations to persons, many of whom 
have a very simple knowledge of business 
and investments, and many of whom are 
advised by amateur economists and finan- 
ciers, often resulting in a tie up of ac- 
tivities. 

The main purpose in the selection of 
a co-fiduciary is the division of the fee. 
Any attempt to point out the dangers to 
an estate by such an appointment will 
be met with the charge that the trust 
company has a material motive in op- 
posing the appointment of a co-fiduciary. 
If the law permitted each fiduciary to re- 
ceive the same fee, I am of the opinion 
there would be fewer co-fiduciaries; but 
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to secure that change would require leg- 
islative action and I doubt very much the 
success of the attempt. In our private 


trusts at times we have been able to se- 
cure satisfactory fees, notwithstanding 
the selection of a co-trustee, but in the 
absence of a law fixing the fee of our 
co-fiduciaries as a full commission to 
each, I doubt if we can get very far. I 
have always questioned the effectiveness 


of an advisory status, and doubt very 
much whether many testators would be 
agreeable to such a plan. However, I have 
had no experience in that regard and 
have never talked with any one who has. 


I believe a distinction should be made 
between co-executors and co-trustees, for 
the réason that in many cases a co-exe- 
cutor may be helpful and not objection- 
able, particularly as the estate passes 
through the court within one year, while 
in a trusteeship, with various beneficiar- 
ies, responsibilities and liabilities, the 
co-trustee might not only be undesirable 
but absolutely dangerous, and the cor- 
porate fiduciary might be forced to bear 
the brunt of legal action after the co- 
trustee passes out of the picture. 


NEW YORK 


1. As a fiduciary, we offer no objec- 
tions to having an individual act as a 
co-fiduciary with us. 


2. We believe that no individual co- 
fiduciary should be selected unless that 
individual can definitely add something 
to the administration of the estate or 
trust. 


38. We do not believe that an indivi- 
dual co-fiduciary should ever be appoint- 
ed purely for sentimental reasons. 


4. If in an estate there is some im- 
portant asset which has been managed by 
the testator during his life, with the 
knowledge, aid and assistance of some 
business associate, we believe it most ad- 
visable that that associate be named as a 
co-fiduciary. This applies, as a practical 
matter, mostly to assets in the nature of 
a going business in the form of a close 
corporation or partnership. 


5. Our experience teaches us that in 
the vast majority of cases individual co- 
fiduciaries not only bring nothing to the 
administration of the estate or trust but 
actually hinder the administration and in 
many instances cause loss to the estate, 
due to their inexperience and the fact 
that frequently they are unavailable at 
important times. 


6. We see no reason why full com- 
missions should not be allowed in the 
smaller estates where there is more than 
one trustee, but we doubt the wisdom of 
fostering statutes to this end at this 
time. 

7. We do not believe it would be prac- 
ticable to have an adviser rather than a 
co-fiduciary. We would prefer the co- 
fiduciary, and doubt the practical effect 
of an adviser from the testator’s stand- 
point. 

8. As trusts are apt to run for a long 
period of years, we believe that in the in- 
terest of the trust itself, it would be even 
less desirable to have an individual co- 
trustee than an individual co-executor. 


OHIO 


We would rather not have a co-fidu- 
ciary, but in the matters in which we 
have been associated with others in a 
co-fiduciary capacity we have never had 
any unpleasantness. It does not appear 
that there is a tendency among attor- 
neys to persuade the testator to include 
himself, the widow or other beneficiary 
as a co-fiduciary. If a trust company is 
not appointed, then the appointment gen- 
erally goes to an individual. 


The main disadvantage in working 
with a co-fiduciary arise through the 
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failure of a co-fiduciary to always be 
present at the time when the security 
boxes need to be entered and, of course, 
a serious disadvantage arises if the co- 
fiduciary expects the same amount of 
compensation that the corporate fiduciary 
expects. 

We do not urge appointment of co-fidu- 
ciaries in any event. We doubt the wis- 
dom of fostering statutes to provide full 
commissions to each fiduciary. The cor- 
porate fiduciary can always have the 
question of the division of compensation 
determined before assuming the obliga- 
tion. Having another to act in an ad- 
visory capacity rather than as a co-fidu- 
ciary would be more desirable. There 
should be no distinction between co-exe- 
cutors and co-trustees. 


OREGON 


There has been and probably will be a 
tendency among many lawyers to include 
themselves as co-executors and co-trust- 
ees. This tendency in my opinion is, 
however, diminishing with the proof of 
the sincerity on the part of the trust 
companies to retain in the administration 
of an estate the attorney who drew his 
will. In some sections the attorneys are 
still strongly suspicious of the trust 
companies but it is a problem for the 
trust companies to prove their own sin- 
cerity and this question will then an- 
swer itself. 

The main disadvantages and dangers 
of a co-fiduciary are the possibilities of 
disagreement between the co-fiduciaries 
leading to delay in administration and in 
many instances law suits at the expense 
of the estates. The only situations where 
co-fiduciaries should be urged are where 
there are partners in business ventures 
but likewise this has a big disadvantage. 
The natural purchaser of an interest in a 
business is a surviving partner. You 
know the fundamental of the trust law 
that a fiduciary cannot purchase assets 
of his trust. Therefore a partner acting 
as co-fiduciary is eliminated as a pros- 
pective purchaser. 

The question of whether full commis- 
sions are allowed each fiduciary should 
not enter the appointment under a will. 
The cost of the additional executor or 
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trustee would be small compared to the 
savings where a co-fiduciary is deemed 
necessary or advisable. In my opinion 
the statutes should provide for full com- 
missions to each fiduciary without limita- 
tion. A co-fiduciary always requires a 
considerable amount of additional work 
in conferences as well as accounting, not 
only additional work for the corporate 
fiduciary but for the individual as well. 
In other words both of the fiduciaries 
would be required to spend more time and 
in my opinion there would be more re- 
sponsibility on each of them and there- 
fore they are both entitled to a full al- 
lowance of compensation. Rather than 
have a co-fiduciary I would advise an ad- 
visor in every instance. Also if a testa- 
tor is going to provide for a co-executor 
it would be just as well to go the whole 
way and provide for a co-trustee and visa 
versa. 

I said nothing above about the will 
where a relative is acting in a co-fidu- 
ciary capacity. I am absolutely against 
such appointments under wills, but if 
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there is such an appointment the corpor- 
ate executor or trustee should receive the 
full compensation. In every instance that 
I know of the corporate executor or trust- 
ee has to spend no end of time educating 
such co-fiduciary appointee in the meth- 
ods of business and in fact has to give 
him a full commercial and financial edu- 
cation for which the corporate agent 
should be fully remunerated. There is 
another phase of co-appointees that is not 
very often provided for under wills and 
that is that the corporate appointee 


should be given full custody of all securi- 


ties. Unless such provision is made 
there is the possibility of the individual 
appointee asserting his or her rights to 
such custody. 


TENNESSEE 


The attorney quite often has the widow 


or other member of the family appointed 
as executor, executrix, as co-trustee and 
individual trustee. The laws of our 
state have held that where the attorney 
acts as attorney and also virtually acts as 
executor, executrix or trustee he is en- 
titled to a double fee. 

Of course, in some exceptional in- 
stances a co-fiduciary is advisable, name- 
ly, where the testator requires the carry- 
ing on of a going business, and where 
one of his family has been active in the 
business, I think it is advisable that he 
be appointed for the particular purpose 
of carrying on this business. However, 
the corporate fiduciary should see that 
the entire responsibility rests upon the 
member of the family and that the cor- 
porate fiduciary is relieved of all respon- 
sibility in managing the business. In all 


other cases, I believe that a co-fiduciary 
is inadvisable due to the fact that the 
co-fiduciary may be absent from the city, 
may be ill, or may be unwilling to take 
responsibility. I know of one case where 
the trust company was ordered to sell 
certain real estate within a certain time. 
It was necessary for the wife to join in 
the deed. The wife refused to join in 
the deed and the trust company decided 
that inasmuch as the wife refused to 
join in the deed they could not sell the 
property. Some years later the wife 
died. The trust company sold the prop- 
erty for approximately sixty thousand 
dollars less than the amount of their pre- 
vious offer. There were minor heirs, and 
the guardian sued the trust company. The 
court held that the trust company was 
liable and that they should have filed a 
suit in the Chancery Court when the wife 
refused to join in the deed, and the trust 
company of course lost the sixty thousand 
dollars. This could also happen with « 
co-fiduciary. 

It has been my experience that where 
you have a co-fiduciary, whether executor 
or trustee, the trust company does all of 
the work and has to split the fees with 
the co-fiduciary. An estate is much more 
difficult to handle with a co-fiduciary than 
without one. An estate can be much 
more efficiently handled without one. 
Nine times out of ten a co-fiduciary will 
be absolutely ignorant as to the proper 
procedure. 

I have already dealt with the next 
paragraph except as to fees. In my opin- 
ion full fees should be charged, or prob- 
ably larger fees should be charged where 
you have a co-fiduciary. 


Concerning full commissions to each 
fiduciary, our statutes merely state that 
each fiduciary is entitled to a reasonable 
fee. Certainly, they should be entitled 
to just as large a fee, and in my opinion, 
a larger fee, where there is a co-fiduciary. 

We always advise having someone in 
the family advise with us rather than 
be a co-fiduciary. While we would pre- 
fer having a sole discretion in us we 
sometimes agree to act under the advice 
of some beneficiary or some member of 
the family. 


(Continued on page 73) 





The New Surtax on Undistributed Profits 


Its Purpose, Provisions, Problems, Constitutional Status, 
Probable Effect and Future 


GEORGE MAURICE MORRIS* 
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Editor’s Note: A vast amount of litigation and administration difficulties 
are foreseen by the author in the application of the new Revenue Act, as it 


pertains to determination of undistributed corporate profits. 


Definitions 


_of undistributed net income and credits are outlined and attention called 


to probable inequities. 


HE new corporate surtax on undis- 

tributed profits contained in the 
Revenue Act of 1936 represents a most 
fundamental change in the Federal taxa- 
tion of incomes. With the one possible 
exception of the enactment of the former 
excess-profits and war-profits taxes, the 
new statute provides the most far-reach- 
ing change in such taxation since the 
adoption of the Sixteenth Amendment to 
our Constitution. In the principles in- 
volved, though not in length, the new 
provisions form almost a new revenue 
statute in themselves. 

There is an inherent conflict between 
attempted simplicity and attempted fair- 
ness in income taxation. The asserted 
objective of this surtax on undistributed 
profits is the promotion of justice. 
Whether the attainment of that end be 
aided or hindered by this tax, one would 
fairly look for complication, rather than 
simplification, in its provisions. It is 
not surprising, therefore, that tax law- 
yers view the law, if retained, as one 
destined to produce many administrative 
difficulties, and much litigation. Knowl- 
edge of the precise meaning of the law 
as applied to many diverse situations will 
thus come slowly. The spotlight of judi- 
cial scrutiny will be directed toward iso- 
lated points many times before the ter- 
rain can be confidently mapped. 

This tax was formulated to carry out 
the President’s request! for a corporate 

*Author, with associates, of ‘‘Hidden Taxes in 

Corporate Reorganizations,”’ ‘Procedure And Prac- 


tice Before The Board Of Tax Appeals,” and num- 
erous magazine articles pertaining to taxation. 


tax on undistributed profits commensur- 
ate with the tax which stockholders 
would have to pay if the undistributed 
profits were in fact distributed. His an- 
nounced purpose was to lighten the tax 
load upon stockholders of small means, 
and to impose a tax burden of increased 
proportions, effective in the present, upon ~ 
wealthy stockholders who “can afford to- 
leave earnings undistributed” and thus 
postpone the liability to high surtaxes.! 
These purposes were reiterated in some- 
what greater detail by the Commissioner 
of Internal Revenue in a statement before 
the House Committee on Ways and 
Means.” In addition to these and similar 
expressions, made to Congress and its 
several tax committees, of an intent to 
equalize tax burdens and increase the 
Federal revenues, other less publicized 
comments made in other places on the 
part of various administration officials 
reveal this tax as, in large measure, an 
attempt toward social and credit control 
through the probable effect on corporate 
distributions. 


Net and Undistributed Income 


In its mechanics of computation the 
law is complicated. The computations 
required to determine dividend policies 
from year to year and to ascertain the 
tax actually due are destined to provoke 
much annoyance on the part of corpora- 


1The President’s message to Congress on March 
3, 1936. 

2Statement of Commissioner Helvering, Hearings 
before Committee on Ways and Means, Seventy- 
fourth Congress, Second Session, pp. 19-24. 
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tion officers and their counsel. It would 
be futile to set out here the many details 
of the statutory provisions; each person, 
upon whom rests the burden of solving a 
particular problem, must reach the final 
answer with the statute in front of him. 
But it may be profitable to consider brief- 
ly the general character of the statutory 
provisions. 

The law imposes, upon corporations, in 
addition to a graduated normal tax, a sur- 
tax on undistributed profits for taxable 
years beginning after December 31, 1935. 
A very general, but not entirely correct, 
picture of the surtax may be conveyed by 
the statement that it is imposed at grad- 
uated rates on that part of a corpora- 
tion’s earnings which is not distributed 
to its stockholders, and that the greater 
the ratio of the undistributed earnings 
to the income earned, the greater is the 
tax rate to be imposed. Thus, a corpora- 
tion which in a given year distributes 
nearly all of its earnings will be subject- 
ed to a low rate of surtax, while a cor- 
poration retaining nearly all of its in- 
come will be taxed at a high rate. 

But, although the foregoing gives some 


idea of the tax plan, an even approxi- 
mately accurate understanding of the 
law, with many matters omitted, requires 


much closer attention to details. Any 
substantial knowledge of the tax requires 
an acquaintance at the outset with two 
statutory terms. The first is “adjusted 
net income”; the second, and more im- 
portant one, is “undistributed net in- 
come.” 

The term “adjusted net income” means 
the statutory net income less certain 
items which, for most corporations, con- 
sist only of the graduated normal tax on 
corporations, and certain nontaxable in- 
terest which is included in statutory net 
income. It is of particular importance 
that dividends from taxable domestic 
corporations, which to the extent of 85 
per centum thereof are allowed as a 
credit against net income in computing 
the graduated normal tax, must be in- 
cluded in “adjusted net income” in their 
entirety. Thus, for purposes of conven- 
ience in relating the concept of the term 
“adjusted net income” to the plan of the 
tax, one may think of the term as not 


greatly unlike corporate earnings less 
nontaxable interest. 


The term “undistributed net income” 
is more difficult because it involves two 
other concepts, each of which is compli- 
cated. The term “undistributed net in- 
come” means the adjusted net income less 
the sum of the dividends paid credit and 
the credit relating to contracts restrict- 
ing dividends. 


Credits and Qualifications 


In general, it may be said that the divi- 
dends paid credit is the amount of tax- 
able dividends paid during the taxable 
year. But there are numerous exceptions 
and qualifying provisions. One of these 
exceptions is the so-called “dividend car- 
ry-over” provision under which the divi- 
dends paid credit (if less than adjusted 
net income) is, in general, to include 
dividends paid during the first and sec- 
ond preceding taxable years in excess of 
the adjusted net income for those respec- 
tive years: Another exception forbids 
the allowance of the dividends paid credit 
as to any distribution unless the distri- 
bution is pro rata, equal in amount, and 
with no preference to any share of stock 
as compared with other shares of the 
same class. Dividends paid in property 
other than money shall be included in 
the dividends paid credit to the extent 
only of the adjusted basis of the prop- 
erty in the hands of the corporation, or 
the fair market value of the property 
whichever is the lower. Other excep- 
tions and qualifications pertain to divi- 
dends in obligations of the corporation, 
taxable stock dividends, distributions in 
liquidation, and nontaxable distributions. 


The credit relating to contracts re- 
stricting the payment of dividends may, 
in general, be said to represent the 
amount of income which the corporation 
must retain in order not to violate writ- 
ten contracts regarding the payment of 
dividends and the application of earnings 
to debts. More specifically, there shall be 
allowed two types of credits: (1) a credit 
for the amount of the excess of the ad- 
justed net income over the aggregate of 
amounts which can be distributed within 
the taxable year as dividends without 
violating a provision, expressly dealing 
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with dividend payments, of a written con- 
tract executed by the corporation prior 
to May 1, 1936; (2) a credit for that por- 
tion of earnings of the taxable year 
which is required (by a provision, ex- 
pressly dealing with the disposition of 
earnings, of a written contract executed 
by the corporation prior to May 1, 1936) 
to be paid, or irrevocably set aside, and 
which is in fact so paid or set aside, 
within the taxable year toward the dis- 
charge of a debt. But if both types of 
credits would apply, only one, the larger, 
may be allowed. 


The term “undistributed net income” 
may then be briefly described, with some 
approximation of accuracy, as that part 
of retained net income which could have 
been paid out in dividends without violat- 
ing one of the contractual provisions 
hereinbefore mentioned. 

The surtax is computed upon the un- 


distributed net income at rates graduated 
in direct ratio with the proportion which 
the undistributed net income bears to the 
adjusted net income. The surtax pro- 
ceeds, by several steps, from 7 per centum 
of the part of undistributed net income 
which is not in excess of 10 per centum 
of the adjusted net income, up to a maxi- 
mum of 27 per centum of the portion of 
undistributed net income which is in ex- 
cess of 60 per centum of the adjusted net 
income. In the case of corporations 
with an adjusted net income of less than 
$50,000 there is provision for a specific 
credit which has the effect, under certain 
conditions, of substituting the minimum 
rate of 7 per centum for a higher rate 
as to a portion of the undistributed net 
income. 


Certain classes of corporations are not 
subject to the surtax, either because they 
are subject to a different tax, or because 
they are exempt from all tax. Among 
the list of corporations exempted from 
surtax but subject to some other tax are 
banks and trust companies, domestic cor- 
porations in bankruptcy or receivership, 
insurance companies and foreign corpora- 
tions. Corporations exempted from all in- 
come tax are, generally, the same types of 
non-profit organizations which have been 
exempt under former revenue acts. 
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Tax Determination and Corporate Policy 


Many are the problems which the tax 
will create—problems of tax determina- 
tion and of corporation policy. Innum- 
erable sentences and clauses, and even 
single words, are loaded with the ques- 
tions of which confusion and litigation 
are made. Space permits mention of 
only a few. 


The law provides that no dividends 
paid credit shall be allowed with respect 
to any distribution unless the distribu- 
tion is pro rata, equal in amount, and 
“with no preference” to any share of 
stock as compared with other shares of 
the same class. Assume that a corpora- 
tion pays a dividend in a given amount 
on each share of stock held, but as to 
some shares, pursuant to the terms of 
declaration, pays it in cash, and as to 
other shares issues a stock dividend of 
equivalent value. There is .a fair argu- 
ment that such a dividend would not con- 
stitute a preference, and that the stock 
dividend would be nontaxable to the re- 
cipients. If the argument is sound, the 


corporation could deduct the cash divi- 
dend. Such a method might be utilized 
to reduce substantially the corporate un- 
distributed net income subject to surtax, 
and at the same time to enable stockhold- 
ers who did not wish cash to avoid the 
tax on cash dividends by taking stock 


dividends. Or if such an arrangement 
would constitute a preference within the 
meaning of the statute, the stockholders 
desiring stock dividends might agree 
with the corporation and the stockholders 
desiring cash dividends that their shares 
should bear only stock dividends for a 
stated period. This would perhaps place 
the two groups of shares into separate 
classes, thus permitting the cash divi- 
dend on one group to be included in the 
dividends paid credit, while leaving the 
stock dividend on the other group free 
from tax to the recipients. 


The law allows a credit for the portion 
of earnings which is required (by a pro- 
vision of a written contract made prior 
to May 1, 1936, dealing expressly with 
the disposition of earnings of the taxable 
year) to be paid, or irrevocably set 
-aside, and which is so paid or set aside, 


toward the discharge of a debt. There 
will be many questions on the applica- 
tion of this provision to the varying 
terms of contracts of this character. 
Even the term “written” is likely to pro- 
voke litigation. 

It is customary to think of a “specific 
credit” as about as definite and clear as 
anything contained in a revenue statute. 
And yet two conflicting interpretations 
of the method of applying the specific 
credit for purposes of the surtax have al- 
ready arisen. This circumstance gives 
a fair indication of the problems ahead. 


Distribution Difficulties 


Bitter ironies may arise to confront 
accounting officials with the best will in 
the world to comply with the statute. 
Imagine the predicament of such an of- 
ficial who has advised his board of di- 
rectors that the income of the corpora- 
tion is a figure that calls for a distribu- 
tion of x dollars in dividends if surtax 
above the lower rates is to be avoided in 
1936. Thereupon x dollars is distributed 
in dividends during 1936. Three years 
later an investigating revenue agent 
makes the claim that a deduction from 
income taken in 1936 should have been 
taken in 1935. After all disputes are 
ended it appears that the corporation in 
addition to having an income which called 
for a distribution of «z dollars had 
enough income to compel a distribution 
of 3x dollars if the corporation were to 
stay in the lower rates. But this is 
found too late to distribute more divi- 
dends for 1936. The result is that the ad- 
ditional 2x dollars is taxed at maximum 
rates for the year 1936, although every- 
one concerned wanted to distribute prac- 
tically all income. Computing income 
for the corporation is going to be an 
even greater responsibility than it has 
been in the past. 


Nor is the statute free from constitu- 
tional doubts. It would probably be 
within the constitution to allow dividends 
as corporate deductions and to tax cor- 
porations upon the undistributed bal- 
ance of net income. This would be some- 
what analogous to the income tax on 
trusts which are permitted to deduct dis- 


(Continued on page 90) 
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Inheritance Taxation of Estate Remainders 


Tax Status of Contingent Remainders as to Possible Liabilities 
and Rights to Refund 


DR. FRANCIS X. MANNIX 
Member of the New York Bar 


Editor’s Note: The responsibility of fiduciaries in the administra- 
tion of testamentary trusts, and some real dangers resulting therefrom 
are graphically depicted in the accompanying article. Particular attention 
is directed to liability for contingent remainder taxes, and for surcharges 
arising from failure to obtain refunds of recoverable tax deposits. To 
meet this situation, Dr. Mannix recommends tax surveys for guidance 


as to proper courses of action. 


46 HE adjustment and payment of 

taxes—local, state, federal, and of- 
ten foreign, particularly income and 
death taxes—are nowadays usually 
among the most important duties devolv- 
ing upon the corporate fiduciary; im- 
portant by reason not only of the number 
and complexities of adjustments required 
in meeting such demands, but because of 
the large percentage of assets swallowed 
up in the processes.” The intense need 
for exacting care, suggested by that 
statement of Joseph F. McCloy of the 
New York Bar and E. V. Nelson, then as- 
sistant trust officer of the Seaboard 
National Bank, in an article in the Aug- 
ust, 1922 issue of Trust Companies Mag- 
azine, has become increasingly important 
to us today in these times of depression 
and advancements in tax rates to equal- 
ize losses in revenue as a result of dimin- 
ished values. 

Apropos of the vigilance required of 
fiduciaries faced with the dual obligation 
of securing to the various sovereignties 
taxes constitutionally imposed by them, 
and of being equally diligent in the mat- 
ter of recovering payments of taxes on 
which refunds are properly returnable, 
Messrs. McCloy and Nelson have well 
stated the responsibility of fiduciaries 
regarding the review of all taxes paid, 
with a view to determining the right and 
possibility of refunds, thus: “Ordinarily 
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the fiduciary having paid the tax de- 
manded from an estate under the . 
statutes deems its duty fulfilled upon 
procuring and filing the receipt as a 
voucher; the tax once assessed and paid 
is considered a settled matter to which 
no further thought need be given. This 
is particularly true as regards death 
taxes, payment of which may be and of- 
ten is demanded as a prerequisite to ob- 
tain the release of securities for the pur- 
pose of liquidation. ***Very often, how- 
ever, the payment of an amount demand- 
ed as tax but creates an obligation to 
claim its return. The fact is that taxa- 
tion is dynamic, not static, and the fidu- 
ciary who acts on the belief that the re- 
ceipt for payment ends the chapter may 
be found derelict upon the termination 
of the trust****,” 

To that, we may add at this time that, 
owing to diminishing revenues and in- 
creased demands for public aid, tax col- 
lectors are now striving to obtain every 
possible advantage from tax statutes, 
and, more than ever, taxpayers are ob- 
ligated to observe seriously those 
statutes, under heavy penalties for fail- 
ure so to do. 

Now, while some means of taxation 
are of relatively recent origin, the gen- 
eral imposition of taxes is not new; from 
time immemorial, governments have ap- 
portioned their operating expenses by 
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levying taxes. During that time, with a 
few notable exceptions, such taxes have 
been considered as legitimate obligations, 
inevitable and permanent. Today, how- 
ever, in a tax-conscious world, resistance, 
with all lawful vigor, is offered to new 
tax theories and legislation; consequent- 
ly, organized government finds itself ob- 
ligated to extract all possible advantage 
from existing legislation. It is not with 
surprise, then, that we learn of efforts of 
tax collectors to recover taxes owed, but 
unpaid through either wilful evasion or 
careless neglect, especially in regard to 
inheritance taxes. 


Thus, obligation to act with care is 
most readily understandable in regard to 
inheritance taxes upon remainders, 
where taxes sometimes are suspended un- 
til the vesting of the remainders, and at 
other times imposed at the highest rates 
possible in any contingency, with pos- 
sible right to refund in the event that it 
later develops that a lower rate is really 
applicable. Inasmuch as the matter of 
such taxes, however, is quite different 


from other taxes, the generating source 
of which is the death of the owner of 
property, it would be well for us to con- 
sider the various phases of the topic of 
taxation of remainders. 


Basis for Estate Taxation 


As the subject of an inheritance tax is 
the privilege! to succeed to property, 
which is a matter reserved to the states, 
and not an absolute right of a citizen of 
the United States within the Fourteenth 
Amendment,” the common law theory 
that the ultimate tenure of all property 
is in the State, and that it all escheats 
to the State upon the death of the own- 
er,? unless the State by statute specifical- 
ly grants the privilege of succession, 
still applies.* 

There is, in law, therefore, no natural 
or inherent right to transmit property by 
will or descent,®> our moral concepts to 
the contrary notwithstanding. The State, 
however, as a privilege, permits the 
transmission of property, and those en- 
joying the privilege derive the power so 
to do solely from the State; hence, the 
State may tax the owner for the privilege 
of transmission conferred by law.6 The 
right to receive and enjoy that which was 
formerly owned by another is similarly 
derived, and upon like principles, the sov- 
ereign may tax the receiver for the privi- 
lege accorded.? 

In the exercise of this power to tax the 
devolution of property, most of the states 
have imposed an inheritance tax upon es- 
tates of resident decedents, and upon the 
tangible property subject to the jurisdic- 
tion of the respective states, belonging 
to the estates of non-resident decedents.® 

The particular nature of an inheri- 
tance tax, being one upon the right to in- 
herit an estate, as distinguished from an 
estate tax, being one on the right to 
transmit an estate upon death,® created 
certain tax problems; for instance, how 
should the tax be imposed where a life 
interest precedes final disposition of the 
principal of the estate. The question 
arose as to what tax should be imposed in 
cases where remainders were vested and 
where remainders were contingent. The 
importance of this question becomes ap- 
parent when we bear in mind the fact 
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that, at the time of the testator’s death, 
it is not definitely known who will inherit 
a contingent remainder; and that since 
different rates are imposed upon various 
legacies and devises, depending upon the 
relationship of legatee or devisee to the 
testator, the tax may not definitely be 
computed until after the death of the life 
tenant, which may not occur until the ex- 
piration of a long time after the testa- 
tor’s death. 

In attempting to solve these problems, 
the tax laws from their inception were 
enacted with a view to protecting the 
equities of the life beneficiaries and re- 
maindermen, and also insuring to the 
state the collection of the proper tax.!° 
In the case of vested remainders, the 
problem usually was solved with reason- 
able simplicity by computing the cash 
value of the life estate at the death of 
the testator, and immediately taxing 
that; then, by diminishing the corpus of 
the fund, upon which the life estate is 
based, by the cash value of the life estate 
and immediately imposing a separate tax 
upon the remainder.?! 

The power of the state to immediately 
impose such taxes upon the cash values 
of the life estate and vested remainder, 
which, apparently, are determined upon 
an arbitrary basis, instead of waiting 
until the death of the beneficiary in order 
to definitely determine the actual values 
of the respective interests, was early es- 
tablished.!*. The United States Supreme 
Court subsequently had occasion to con- 
sider taxes upon remainders generally in 
a recent case!3 in which, while passively 
ruling the same way as did the court in 
Matter of McPherson, it stated: 


“***The minor inequalities and 
hardships are incidents of every sys- 
tem of taxation, and do not render the 
legislation obnoxious to the Federal 
Constitution.” 

In the case of contingent remainders, 
however, real difficulty was encountered 
in the solution of the problem. In an ef- 
fort to meet the problem thus encoun- 
tered, different methods were devised to 
tax contingent remainders upon a basis 
different from that upon which vested re- 
mainders were taxed. When the consti- 
tutionality of such methods was ques- 
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tioned, the court in the case of Salomon 
v. State Tax Commission'* sustained the 
right of the state to so tax contingent re- 
mainders, holding at that time that there 
are differences between vested and con- 
tingent remainders, which justify separ- 
ate classifications in imposing inheri- 
tance taxes. 


While these other methods of taxing 
contingent remainders differently from 
the taxation of vested remainders were 
held to be within powers of the states 
and constitutional, nevertheless, expe- 
rience showed that a number of the orig- 
inal tax laws on this subject were defec- 
tive; so, numerous changes were made in 
order to reach a more equitable approach 
and solution to the problem. 


In accordance with the theory that an 
inheritance or succession tax should not 
be imposed upon the transfer of a con- 
tingent remainder, when it is not known 
who will eventually receive the property 
to which the unknown taxpayer is to suc- 
ceed, laws were passed suspending the 
tax until the life tenant died, whereupon 
the contingent remainder would ripen in- 
to a vested remainder, and the eventual 
owner would become known. 


Effect of Tax Suspensions: Burdens on 
Fiduciaries 

Very often, that plan of taxation had 
two results, the first being the fiduciary’s 
distributing the estate funds, upon the 
death of the life tenant, without with- 
holding the tax. There is no doubt that 
the disposition of the estate funds was 
made in good faith, and through an un- 
fortunate situation whereby the circum- 
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stances of twenty or twenty-five years 
previous were forgotten, and changes in 
personnel of fiduciaries and their counsel 
brought new persons on the scene who 
were unaware of the original facts. De- 
spite the absence of intent to evade the 
tax laws, however, inasmuch as the pri- 
mary duty of payment of the tax rests 
upon the fiduciary,!® such fiduciary is 
personally liable, without the benefit of 


periods of limitation,!® for the tax and 
penalties, which in many instances equal 
the tax, for failing to withhold from the 
estate assets sufficient funds to pay such 


tax. That was the experience of the 
State of New York when it investigated 
numerous cases of violation of the Trans- 
fer Tax Laws by executors and trustees 
who disposed of estate funds, upon the 
happening of certain contingencies, with- 
out withholding contingent remainder 
taxes, which were suspended until the 
happening of those contingencies. 

The various states, now being badly in 
need of funds, are proceeding tc collect 
those taxes by means of actions against 
the fiduciaries. Many of the trusts upon 
which taxes were suspended, have sub- 
sequently terminated, by reason of the 
occurring of the contingent events. Con- 
sequently, it is in the interest of the fidu- 
ciaries to determine the possibility of 
their liability so as to protect themselves, 
by attempting to recover from the re- 
maindermen the tax payments which they 
were obliged to make, thereby avoiding 
personal liability. This is especially 
true, because, with interest and penalties, 
ranging up to 18%, accruing annually, 


the original liability is increased to stag- 
gering proportions. 

The sooner this liability is settled, the 
better for the trust companies because, 
by an immediate compromise and pay- 
ment, the interest charges and penalties 
will cease, thereby limiting the existing 
liability. Moreover, by voluntarily com- 
promising the debt to the states, certain 
advantages will be obtained, such as, the 
states’ acceptance of the explanation that 
the taxes were not paid years ago because 
of an error, in which case, the states may 
waive the penalties, and accept less inter- 
est than would be exacted if the trustees 
were to wait until the states commenced 
drives to recover the taxes. Should the 
tax collectors inform the fiduciaries of 
the liability, instead of being so informed 
by the latter, they will have no sympathy. 
The greatest advantage from settling 
now instead of waiting until later, is in 
the possibility of obtaining from the 
states releases from liability or responsi- 
bility, without ultimate expense to the 
fiduciaries; because the property still 
may be followed to the remaindermen 
who received it, making it possible to ob- 
tain reimbursement for the contingent 
remainder taxes advanced by the fidu- 
ciaries. The use of diplomacy and tact 
in this respect probably would be so use- 
ful as to facilitate reimbursement with a 
minimum of embarrassment and difficul- 
ty. On the other hand, delay in pro- 
ceeding to terminate the tax liability, in 
the hope of avoiding the financial and 
possible embarrassing consequences re- 
sulting from actions by the states neces- 
sitating subsequent attempts to recover 
from the remaindermen, may prove a 
boomerang to a fiduciary because, with 
the passing of each day, the opportunities 
diminish of impleading in the states’ ac- 
tions the remaindermen who received the 
property, and of being reimbursed for 
the taxes advanced. 


Recovery of Overpayments 


The second result from the suspension 
of taxes on contingent remainders was 
the loss of revenue to the states. To rem- 
edy this defect in the tax laws and to 
improve the resulting situation, some of 
the states amended those laws so that the 








RYE REE 








tax, instead of being suspended, was 
exacted at the highest rate possible in 
any contingency, no matter who ultimate- 
ly received the taxable remainders. This 
brought with it the right to refund of 
taxes, in the event that, upon the vesting 
of the remainders, it developed that lower 
rates of tax were payable; also, the duty 
of the fiduciary to apply for such refunds. 
As in the case where the taxes were sus- 
pended, however, the original circum- 
stances were forgotten when the time for 
the disposition of the property arrived; 
hence, remaindermen were deprived of 
refunds to which they were entitled. 
Now, such problems no longer arise in 
connection with the estates of decedents 
dying residents of states where inheri- 
tance tax laws were subsequently re- 
placed by estate tax laws, but inasmuch 
as contingent remainders, created many 
years before such substitution, are still 
in existence, the tax laws in operation at 
the time of their creation must be ob- 
served. To best insure the proper satis- 
faction of those tax laws and to properly 
perform the duties of a diligent fiduciary 
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in the matter of recovering refunds, it is 
suggested that a survey be made of all es- 
tates subject to inheritance tax laws, to 
determine possible rights and liabilities. 
It is true that such a survey would entail 
expense, but if it will spare fiduciaries 
from the overburdening charges imposed 
by reason of increasing tax liability, it 
will have served a most useful purpose; 
large sums of money are spent annually 
to have financial positions accurately de- 
termined by disinterested public account- 
ants and banking department examiners; 
yet the tax liability, not known without 
the suggested survey, is not listed on 
balance sheets, although it might prove 
embarrassing to many fiduciaries. 

The charts on the following pages, 
showing the development of the New 
York State method of taxing contingent 
remainders, are reasonably representa- 
tive of such tax methods adopted by many 
states during the course of inheritance 
taxation in the United States; also, the 
relative rights and liabilities of fiduciar- 
ies in regard to payment of contingent 
remainder taxes and possible refunds. 
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FIDELITY UNION TRUST COMPANY 
(Newark eeee Sast O-ange 


NEW JERSEY 


Condensed Statement of Condition 
as at the close of Tiasneis, Suave 30, 1936 


ASSETS 


Cash and Due from Banks . $26,827,899.75 


U. S. Government Obligations 
(Direct or Fully Guaranteed) . 48,680,604.91 


State, County and Municipal Sec- 
wees 1. 2 « «+ ss os 6 See 


Other Securities . 11,010,331.39 
Loans and Discounts 41,204,329.71 
Bonds and Mortgages . 11,254,807.51 
Banking Houses . . . . 2,860,789.07 
Other Real Estate Owned 5,790,926.33 


Customers’ Liability — Account of 
ee eee ee ee 


Accrued Interest Receivable 
Other Assets 


225,155.16 
520,430.37 
670,156.49 
$161,812,017.23 


LIABILITIES 
Capital—Preferred Stock . $6,000,000.00 
Common Stock . 4,000,000.00 
a ee 
Undivided Profits 1,480,522.66 
Reserve for Dividends . 345,023.71 

‘ 2,343,456.57 
. 143,778,792.51 
225,155.16 
Accrued Interest Payable . 116,930.91 
Ouber Lisi ww tt 22,135.71 


$161,812,017.23 


Reserve for Contingencies, Etc. 
Deposits . 
Acceptances Outstanding 


—_ Member Federal pn Het and Fabel Deposit Foenians Cocguection ~ 


The State of New York added another 
tax to the inheritance tax in 1928,%5 by 
means of an amendment to the law, retro- 
active to April 1, 1925, which provided 
for a means of collecting an estate tax 
equal to the difference between the in- 
heritance tax and a sum representing an 
80% credit against the Federal estate 
tax; except, that where any estate was 
denied, as a credit against the Federal 
estate tax, any part of the inheritance 
tax, then that part was not exacted by 
the state under the estate tax provisions. 


One of the effects of this was an at- 
tempt on the part of the State to retain 
the full deposit on account of the inheri- 
tance tax on contingent remainders, with- 
out having to make subsequent refunds 
of any excess in the event of certain con- 
tingencies in connection with estates, at 
the expense of the Federal treasury. 

The refusal of the Commissioner of In- 
ternal Revenue to recognize any deposit 
as a definite tax payment for which a 
credit against the Federal estate tax 
could be claimed, however, further com- 





plicated the tax situation. Finally, by a 
subsequent amendment to the New York 
tax law?® effective September 1, 1930, the 
legislature repealed the previous estate 
and inheritance tax statutes, and in lieu 
thereof substituted a new estate tax law, 
which has applied to the estates of de- 
cedents dying subsequent to that date. 





1. The legislature has the power to withhold or grant 
the privilege to transmit property by will; if the 
privilege is conferred, the State may make its exer- 
cise subject to regulations and requirements, provided 
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N. Y. 486, 68 N. E. 871, 64 L. R. A. 279, aff’d, 205 
U. S. 466, 27 Sup. Ct. 550, 51 L. Ed. 888 (1907); 
Fisher v. Fisher (1930), 253 N. R. 260, 170 N. E. 912, 
69 A. L. R. 918. 

2. Maxwell v. Bugbee (1919), 250 U. S. 525, 40 Sup. 
Ct. 2, 63 L.Ed. 1124; Ferry v. Spokane Portland & 
Seattle Rwy. Co. (1922), 258 U. S. 314, 42 Sup. Ct. 
358, 66 L. Ed. 635. 

3. United States v. Perkins (1896), 163 U. S. 625- 
628. See also, In he Sherwood’s Estate (1922), 122 
Wash. 648, 211 P. 734, where the Court held that own- 
ership of property does not in itself give rise to a 
right to dispose of it after death, adding that ‘“‘the 
state may, if it chooses, take to itself the whole or 
any part thereof and direct the disposition of the re- 
mainder without regard to the wishes of the former 
owner or to the claims of those to whom he directed 
that it be given.” 
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7. Stebbins v. Riley (1925), 268 U. S. 137, 45 Sup. Ct. 
424, 69 L. Ed. 884. See also, Mager v. Grima et al. 
(1850), 8 How. 490-494, 49 U. S. 1168; Plummer v. 
Coler (1900), 178 U. S. 115. 
8. A tax law is limited to the jurisdiction of the 
sovereignty imposing it, and can have no extra-ter- 
ritorial operation. [First National Bank of Boston v. 
Maine (1932), 284 U. S. 312, 52 Sup. Ct. 174, 76 L. 
Ed. 313], for “the presently approved doctrine is 
that no state may tax anything not within her juris- 
diction, without violating the Fourteenth Amend- 
ment.”” [Farmers Loan and Trust Co. v. Minnesota 
(1930), 280 U. S. 204, 50 Sup. Ct. 98.] 

9. Stebbins v. Riley (1925), 268 U. S. 187, 45 Sup. 
Ct. 424, 69 L. Ed. 884. 
10. Salomon v. State Tax Commission (1929), 278 
U. S. 484, 49 Sup. Ct. 192. 
11. Supra, note 10. 
12. Matter of McPherson (1887), 104 N. Y. 306, 10 
N. E. 685. The Court here decided that a tax statute 
which included a system of taxing the cash value of 





life estates at the time of the testator’s death, was 
constitutional. See also, Matter of Roosevelt (1894), 
143 N. Y. 120, 38 N. E. 231; Matter of Seaman (1895), 
147 N. Y. 69, 41 N. E. 401. 

13. Supra, note 10. 

14. 278 U. S. 484, 49 Sup. Ct. 192 (1929). 

15. L. 1892, Ch. 399; L. 1905, Ch. 368, as amended 
and reenacted. See also, Matter of Strang (1907), 117 
App. Div. (N. Y.) 796. 

16. Neither the two nor the six year Statutes of Lim- 
itations are a defense to a proceeding to collect the 
transfer tax, as the tax is paid not upon the property, 
but upon the devolution thereof. See Matter of Van- 
derbilt (1890), 10 N. Y. S. 239; Matter of Crerar 
(1900), 56 App. Div. (N. Y.) 479, 67 N. Y. S. 795, 
31 Mise. 481; Matter of Strang (1907), 117 App. Div. 
(N. Y.) 796. 

17. L. 1885, Ch. 483, See. 13, as amended and re- 
enacted by: L. 1887, Ch. 713; L. 1892, Ch. 399, Sec. 
11; L. 1896, Ch. 908, Sec. 230. See also, Matter of 
Cager (1888), 111 N. Y. 343, 18 N. E. 866; Matter of 
Hoffman (1894), 143 N. Y. 327, 38 N. E. 311; Matter 
of Sloane (1897), 154 N. Y. 109, 47 N. E. 978. 
18. L. 1897, Ch. 284. Matter of Seligman 
219 N. Y. 656, 114 N. E. 853. 

19. L. 1899, Ch. 76, Matter of Vanderbilt (1902), 172 
N. Y. 69, 64 N. E. 782. 

20. L. 1901, Ch. 178. 
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26. L. 1930, Ch. 711, as amended by L. 1931, Ch. 
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The Business of Trusteeship 
An Outline of Recognized Principles of Management 
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OMMERCIAL banking is an ancient 

institution; trusteeship as a business 
appeared in this country only a little 
over a hundred years ago. Its great de- 
velopment has come since the turn of the 
century. 

I cali our business strange and un- 
familiar, strange in its nature, coming 
out of a strange past. In the business 
world it is unique. It is not concerned 
with the production and distribution of 
goods, with inventories and obsolescence, 
with changing styles and rapidity of 
turnover. These may have their coun- 
terparts in trust business, but essentially 
our operations and problems are differ- 
ent. 


Early Origins 


Our origins are unusual! The begin- 
nings of trusteeship are written in the 
annals of the church rather than in those 
of the counting house, for a trust was a 
matter of conscience long before it be- 
came a subject of commerce. Trust is 
an imponderable thing; it has no sub- 
stance or form. It is more frequently 
mentioned in the concordance to the Holy 
Bible than in the index to the Commen- 
taries of Blackstone. The suggestion 
that trusteeship might some day take on 
the trappings of business would have 
caused the hoary heads of the churchmen 
of the Middle Ages to bristle up with 
horror. A trust was holy, business was 
base. Profit and loss, barter and trade, 
dicker and bargain had no place in the 
realm of the spirit. Conscience, like 
mercy, was enthroned in the hearts of 
kings; it was an attribute of God Him- 
self. The higher law of faith and right- 
eousness and good morals was in the 
heart of the sovereign, and through him 
equity was made to right the wrongs of 
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the law. A confidence or trust, bereft of 
all legal status, was peculiarly the ob- 
ject of his care. Trusteeship was not a 
business; it was a sacrament. 


But that was half a millenium ago. 
You know the intervening story, how the 
first ventures of trusteeship into the 
realm of business were charged with per- 
version until in the time of Henry the 
Eighth the relationship was character- 
ized as a device “to defraud the wife of 
her third, the lord of his escheat, and the 
poor tenant of his lease,” of how with 
the passage of time the simple principles * 
of the church developed into a brilliant 
body of jurisprudence, and of how in 
these latter days the trust has entered 
into every phase of business, has become 
an essential tool in corporate finance and 
the surest implement for family security 
yet devised. 

I cite this history in no casual way but 
with solemn recognition of its profound 
significance and bearing upon the busi- 
ness in which we are now engaged. It 
colors our every act. It is the warp upon 
which the pattern of modern trusteeship 
is woven. The course of events has not 
tended to lessen the moral demands of 
trusteeship, but rather to exalt the stan- 
dards of business in its execution. How- 
ever much we are men of business, we 
are first and before all also trustees. 

The multiplication of credits in the 
form of bonds and debentures, the flood 
of corporate stocks with varying rights 
and preferences, the appearance of spec- 
ialized types of industry, the mounting 
number of tax problems and official re- 
ports, the financing of governments 
domestic and foreign, the far-flung inter- 
ests of the modern inventor have com- 
plicated the management of invested 
wealth far beyond the ability of any but 
the expert to handle. The problems in- 
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volved were too complicated, the risks 
were too large. It was inevitable that 
trusteeship should become a business. 


Fitting the Organization to Its True 
Responsibilities 

It was equally inevitable that the ac- 
cepted trustee should be a corporation. 
The friendly relative and the country 
squire were no longer adequate. The 
type of business organization which was 
largely responsible for the multiplication 


of problems seemed the natural vehicle’ 


for their solution. A corporation had 
permanence of abode and financial re- 
sponsibility, it might have perpetual 
existence. Through a body of experts it 
could exercise the skill and supply the 
facilities impossible to any individual. 
The accumulation of capital and the in- 
creasing reliance upon it for support not 
only for widows and orphans but of re- 
tired business men and individuals in all 
walks of life, demanded and organization 
adequate for the problem. Out of this 
situation the corporate trustee emerged. 
Its form has varied. Most often it has 
also been a bank, although trusteeship is 
not banking in the familiar sense. Its 
antecedents are different, its functions 
are different, its purposes are different. 
There are many reasons why a corporate 
fiduciary may better be a separate entity. 
The entire energies of the organization 
can then be centered on trust administra- 
tion, the policies can be determined by 
men imbued with trust principles, cross 
purposes and conflicts of interest will be 
reduced, the risks of trust business will 
be limited to its own capital and will not 
endanger the general asset of a bank. 


On the other hand, the facilities and or- 
ganization of a.bank are readily adapt- 
able to the administration of trusts and 
their use avoids a wasteful duplication. 
Where the balance of advantage lies will 
be for the individual organization to de- 
termine. The important thing is that 
if trust business is conducted through a 
banking department, the department 
must be free; it must never be subjected 
to influences in the least inconsistent 
with its duties as trustee. It must be as 
independent in the administration of its 
trusts as though it were a separate corp- 
oration. That is basic to our business. 

“The management of the business of 
the company,” in the familiar language 
of articles of incorporation, “shall be 
vested in a Board of Directors.” And it 
is with the Board of Directors that we 
must start. The ultimate responsibility 
for the success or failure of a trust de- 
partment, as of the entire institution, 
must rest upon its members. It is not 
required, of course, that a director shall 
participate in the detailed administration 
of trust estates. His duty is to direct 
while others administer. But sound di- 
rection and a fair degree of participation 
in the affairs of a trust department from 
members of the Board is essential both 
for its safety and its success. 


Policies Essential to Sound Operation 

It is to be expected that one of the 
first concerns of a board of directors will 
be to provide adequate machinery for the 
selection and review of securities. Should 
this machinery be lacking or wholly in- 
adequate, and in consequence funds re- 
main uninvested or assets be lost, it is 
certain that the company, and it seems 
probable that the negligent director, 
could be held liable. 

Or suppose directors leave to grossly 
incompetent officers important decisions 
with respect to the sale of real estate or 
other business affairs; or fail to require 
an audit of trust assets at reasonable in- 
tervals; or to demand a bond of officers 
or employees; or to provide a reasonably 
safe place for the keeping of securities; 
or fail to establish an organization for 
the insuring of trust property; or fail to 
inquire into the legal qualifications of 
trust investments; or ignore the advice 
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of counsel with respect to trust prac- 
tices; or fail to prevent fraudulent acts 
of officers or fellow directors when called 
to their attention; or fail to appoint com- 
mittees or hold meetings, or persistently 
neglect to attend meetings of the Board; 
and suppose that loss to a trust is the 
proximate result of one or more of these 
negligent acts or omissions, it seems 
probable that the delinquent director 
might be held liable. While a director, 
therefore, need not know of particular 
matters, he must be aware of the gen- 
eral practice which prevails in his com- 
pany, and must require sufficient inform- 
ation from the officers and sufficient ref- 
erence to the directors to enable them to 
manage the business of the company. 
Directors are not required to establish a 
system of espionage over officers and em- 
ployees, but in the expressive language 
of a distinguished law professor, “They 
must nose around, some.” They must 
see to it that adequate machinery is es- 
tablished and maintained, and that it is 
kept in smooth operation. In a general 
way they must know what is going on. 


But the duties of a director are not 
limited to those acts which will avoid lia- 
bility. They extend to the active, ag- 
gressive advancement of the affairs of 
the trust department. Ordinarily trust 
company and bank directors are men of 
affairs and influence about town. Others 
are inclined to follow where they lead. 
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Unless the directors of a bank themselves 
use the facilities of their trust depart- - 
ment, it is hardly to be expected that 
others similarly situated will do so. Pre- 
sumably, a bank director knows the value 
to be attached to the trust service of his 
institution better than anyone else. If 
he is ignorant of its possibilities, he 
should be educated, and the new-business 
department can start nowhere better 
than with the bank’s own directors. If 
he is unconvinced, it should be a matter 
of grave concern, for it suggests a lack 
somewhere of deep. significance. It 
would seem to be the duty of a director 
under such circumstances either to urge 
the discontinuance of the department al- 
together, or to improve its quality to a 
point where it can command his complete 
confidence and justify its employment. 


Quality of Personnel the Sine Qua Non 

As experienced directors are essential 
to mangement, so quality of personnel is 
requisite for operation. “An institution 
is but the lengthened shadow of a man.” 
Around the personality of the’ officers 
who administer a trust department the 
entire structure is built. A company 
cannot engender confidence except as con- 
fidence is inspired by the individuals who 
direct and operate its affairs. Second- 
raters, whether judged by intellectual or 
business standards, or by personal recti- 
tude or breadth of vision, have no place 
in a trust department. 
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In a broad sense, a trust officer must 
be an educated person. He must have 
specific knowledge in a multitude of 
fields. He must know his facts. He 
must understand the legal consequences 
of his acts. He must be able to weigh 
situations and formulate judgments. He 
must be a student of his profession. But 
beyond technical information a success- 
ful trust officer should have a general 
knowledge of men and events. He 
should have a cultural background upon 
which to stand when problems multiply. 
He must have a sympathetic understand- 
ing of human beings. He must be able 
“to walk with kings, nor lose the com- 
mon touch.” There must be much of 
philosophy in a good trust officer. Need- 
less to say, his personal integrity must be 
beyond question. Let there be the slight- 
est doubt about that and his usefulness 
to the trust company disappears. His 
character, as Emerson says, must be “like 
an acrostic or Alexandrian stanza, read 
it forward, backward or across, it spells 
the same thing.” I say this as a busi- 


ness man out of many years of experience 
in the trust field. 


Personnel is the rock upon which our 
business is built. It is only around a 
group of superior individuals that a 
prosperous trust company can be main- 
tained. Therefore select your trust of- 
ficers with the greatest care. Pick them 
from the best trained, most capable and 
reliable young men in your community. 
Encourage them in the study of trust 
problems. Provide them with security 
through adequate salaries and retirement 
pensions. Urge them to mingle with 
people and to play a part in the commun- 
ity. In all of this you will be taking a 
first and requisite step in the building 
of a successful trust department. Per- 
sonnel is a good investment. 


Caveat Fiduciary 


And now I want to issue a caveat. Be- 
ware! We who operate trust companies 
are engaged in a hazardous undertaking. 
The business of trusteeship is full of 
dangers. It is the part of prudence to 
know the risks in advance and to protect 
against them. And the first shoal against 
which I want to warn is that of self- 
dealing. For the older trust companies 
this course is well charted and diligently 
followed. For the younger departments 
it may not be so clear or the dangers so 
obvious. Our compensation is fixed by 
agreement or by law. It must end there. 
Any attempt to make a profit from a 
trust account is not only contrary to law 
and good morals, but to sound business 
as well. A surcharge may wipe out the 
profits of years. The trust business has 
been sorely plagued at times by the pub- 
lic impression that corporate trustees 
make secret profits, or confuse their own 
affairs with those of their trusts. That 
ghost must be laid, and laid low. The 
only way to do it is by an inviolable prac- 
tice to the contrary. No sophistry can 
excuse it, and neither a statute nor an 
agreement which seems to permit it, nor 
the alleged benefits to the trust can cir- 
cumvent the fundamental principle that 
a trustee must have no dealings with his 
trust accounts. Self-dealing is far less 
common than a credulous public is will- 
ing to suppose, and yet a single instance 
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by an insignificant company casts suspi- 
cion upon the entire business and brings 
us all into disrepute. Avoid it as a first 
principle of good business. 


Investment Administration 


We must not be knaves in this busi- 
ness, but neither can we be fools. The 
public expects a high degree of intelli- 
gence from a professional trustee. And 
what the public expects the law requires. 
A trustee must exercise such care and 
diligence as a man of ordinary prudence 
would use in handling trust property, and 
if he possesses superior skill, he must 
exercise such skill as he has. The courts 
have shown a disposition to accept the 
boast of trust companies that they are 
especially skilled in the administration 
of trust properties and to hold them to a 


higher degree of responsibility than the ° 


ordinary individual. We are thus thrown 
at once on the horns of a dilemma, either 
we must withdraw our claims to superior 
skill, or we must be prepared to exercise 
it. The choice is obvious. If we are to 
attract trust business, we must represent 
that we are especially qualified to handle 
it. Certainly we are in no position to 
deny our chief claim to confidence; but 
the existence, or assumed or represented 
existence, of superior skill makes us 
liable for its exercise. 

So aside from interested directors and 
personable trust officers, good business 
requires that a trust company have an 


adequate organization to administer the 


business at hand. Machinery for the in- 
vestment of funds and the review of se- 
curities is, perhaps, of first importance. 
No laxness here can be tolerated. The 
safety of the company, as well as the se- 
curity of the trust, requires a carefully 
planned and efficiently operated organiza- 
tion for this important function. In- 
vesting funds must never be the casual 
work of a single individual. It should 
command all of the facilities and the best 
brains of the company. Proposed invest- 
ments should pass in review before an 
investment officer for inspection as to 
quality and legality, before the trust of- 
ficer in charge of the account for suit- 
ability for the particular trust. They 
should receive the scrutiny of a standing 
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committee of officers. Eventually every 
investment should have the approval of 
the Board. 

Machinery for the systematic review 
of securities is of equal importance. As- 
sets can never be put away and forgotten. 
Review should be a revolving and contin- 
uous process, so that each account will 
receive regular attention and so that. 
each security will have frequent airing. 
The review officer should assemble and 
digest pertinent information and present. 
it, in formal meeting, to a committee of 
officers. Back of the investment and re- 
view officers should be an adequate statis- 
tical organization where corporate re- 
ports can be analyzed, where trends can 
be charted, and where opinions can be. 
formulated by experts in particular 
fields. If a trust company is a member: 
of a group, or is affiliated with a bank, 
an analytical department of considerable 
strength may be developed. If the insti- 
tution is small, it may well employ the 
services of investment counsel. For final 
disposition the recommendations of of-. 
ficers should go before a committee of 
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the Board. The form of your review or- 
ganization is not important. Its exis- 
tence and adequacy and operation are im- 
perative. Eternal vigilance is the price 
of a safe trust department. 

It is particularly important that com- 
plete records be kept showing that in- 
vestment and review meetings were held, 
that information was at hand, that prob- 
lems were considered, and that conclu- 
sions were reached. This may be of the 
greatest importance if the acts of the 
trust company are ever called in question. 
The law does not require that a trustee 
shall always be right, but it does demand 
that it shall ever be diligent. 


How to invest small funds is a prob- 
lem which is now having much attention. 
If we assume that no more than five per 
cent. of a trust should be invested in a 
single security, it is obvious that ade- 
quate diversification cannot be obtained 
in a trust of less than $20,000. And yet 
machinery should be available to give to 
the small fund the diversification and the 
attention which the large accounts now 
enjoy. The solution of this problem is 
being sought by a number of companies 
in the common or composite fund. The 
principle is simple. In practice there are 
still difficulties, arising chiefly from 
questions of accounting and taxation. 
The chief of these, however, is removed 
by the recent tax measure which express- 
ly excludes common trust funds from 
taxation as associations. The way now 
seems open for the expansion of this 
promising and useful innovation in the 
trust field. It should make possible the 


administration of small funds without 





the difficulties and expense which hereto- 
fore have been prohibitive. 


Compensation to Assure Needed Facilities 


Our business is trusteeship, but if 
trusteeship is to remain a business it 
must be put and kept on a sound financial 
basis. For many generations in Eng- 
land a trustee was not entitled to any 
compensation, and for an equal number 
of generations trusteeship remained an 
avocation. It was only when compensa- 
tory fees were allowed that trusteeship 
took on proportions and rose to the level 
of a profession. The subject of adequate 
return in money for services rendered is 
the most vital and pressing problem be- 
fore the trust companies of the country 
today. 


The solution seems to lie in two direc- 
tions. The first is internal and to a 
measure within our control. We must 
keep the expenses of operation to a point 
where the service offered is economically 
valuable and within the reach of the 
average man. It would be unwise, as it 
would be unfair to our trust accounts, to 
conduct our business on any other basis. 
Our operations, wherever possible, must 
take on the efficiency and the accuracy of 
a precision machine. There must be 
maximum economy. Mechanical devices 
must be employed where they will reduce 
the cost of labor, information must be 
acquired and analyzed without undue ex- 
pense, rents and office equipment must be 


‘watched, system must be given a great 


deal of study. 

But when this has been said and done, 
there is a minimum beyond which an ef- 
ficient trust organization cannot go. High 
quality of trust service has ordinarily 
proved profitable in dollars and cents to 
those employing it and should be the dis- 
tinctive offering of the corporate fidu- 
ciary. It is equally true that superior 
trusteeship is imperative for our own 
safety. 

The other solution for our problem 
must be found in increased compensation. 
This is the more promising. Early 
American schedules were probably influ- 
enced by the English rule that a trustee 
was entitled to no compensation what- 
ever. Certainly they were made with 
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reference to a situation which no longer 
exists. Many fees are still fixed by con- 
tracts entered into a generation ago; oth- 
ers are written into statutes which are 
hard to change. But as they are, wheth- 
er measured by the cost of the service 
now required or by comparison with the 
experience and practice of other agencies 
in the financial field, they are inordinate- 
ly low. Mr. Tresckow of Young and 
Ottley has estimated that the average fee 
of a trustee may be about $2.50 per $1000 
of trust assets per annum. That is 5% 
of the income if the income is 5% of the 
principal. This must cover the com- 
pany’s taxes, cost of originating and do- 
ing business, and provide the profit. With 
this $2.50 he contrasts the expenditures 
for investment management alone of 
other agencies as follows: 


Insurance Companies— 

$2.50 to $10.00 
Savings Banks—about $5.00 
Investment Trusts—at least $5.00 
British Investment Trusts—$4.10 
Investment Counsel fees— 

$5.00 to $10.00 


Trust companies, as a rule, are receiv- 
ing less for assuming the full respon- 
sibility of trusteeship than these other 
organizations spend for investment man- 
agement alone. 


Considerations in Fee Revision 


But granting that greater compensa- 
tion is necessary for the trustee, is it 
possible, we may ask, to raise fees and 
attract business, when investors have 


Box 1259 





Kalamazoo, Mich. 


already suffered a serious reduction in 
income? The question is a practical 
one. We cannot afford to kill the goose 
that lays even an ordinary egg. On the 
other hand, we cannot continue to feed a 
goose that lays no egg at all. It is part- 
ly a question of public demand. Many °* 
trust companies have recently expe- 
rienced a substantial falling-off in the 
number of estates received for adminis- 
tration. The reasons are various, but 
one of them, I think, is that fees in this 
division in most places have been reason- 
ably high. Certainly estate administra- 
tion has been the most lucrative work in 
the personal trust department. We are 
meeting with competition on a dollar 
basis from laymen and members of the 
bar. I question whether fees can be 
raised here. 

But with living and testamentary 
trusts it is quite otherwise. Volume is 
greatly on the increase. Lawyers as a 
rule don’t want the responsibility of a 
continuing trust. The public evidently 
believes that it is getting its money’s 
worth, perhaps more than its money’s 
worth, on the basis of present schedules. 
They will be willing to pay more. Trust 
service should be taken from the bargain 
basement. People will still go upstairs 
to buy. 

How long present money rates will 
prevail with consequent hardship to life- 
tenants, no one knows.. They may per- 
sist for a long time and result in a pro- 
longed or permanent reduction in net in- 
come for the beneficiaries of trusts and 
for all persons who are subsisting on the 
returns from invested capital. If so, the 
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Correspondence Solicited 
from 
Banks or Individuals Seeking 
Conservative and Efficient 
Fiduciary Representation 
rthern New Jersey. 


inNo 


The Plainfield Trust Company 
PLAINFIELD, NEW JERSEY 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 


result will be part of a general economic 
movement and changing social philoso- 
phy which cannot be stayed. But the 
burden of reduced income cannot be al- 
lowed to fall disproportionately upon the 
trustee. Where fees are based on in- 
come, a 20% reduction in the net income 
of a beneficiary may result in a 50% or 
75% reduction in the net income of the 
trustee, and a 30% reduction to the bene- 
ficiary may wipe out the net income of 
the trustee altogether. This obviously 
cannot be; nor would it be wise economy 
for the trust account. In spite of re- 
duced income for beneficiaries, our ser- 
vices are still valuable. The problems of 
conserving wealth multiply rather than 
diminish as time goes on. Skillful man- 
agement in the long run will pay for it- 
self. Losses can still be stopped and 
savings effected through the trust de- 
vice; trust estates have given a good ac- 
count of themselves throughout the re- 
cent storm. Yields have held far better 
than savings rates and still compare fav- 
orably with other forms of conservative 
investment. Trusts and corporate trust- 
ees can yet make a strong case for public 
acceptance and employment. For super- 
ior service through the years those plan- 
ning for the security of their heirs will 
still be willing to pay. 


Apportionment of Fee 


The possibility of receiving adequate 
compensation is dependent in part upon 
its proper distribution. Assuming that 
corporate trusteeship is valuable and 
worth more to an account than is now 
being paid, may we not so apportion an 
increased charge that the trustee will re- 


ceive a compensatory fee without further 
reducing the income of the life-tenant? 
This is an interesting question. Ordin- 
arily we serve two groups of people, the 
immediate beneficiaries of our trusts and 
those who come after. Both are bene- 
fited by good trusteeship and both should 
share in its expense. It is commonly as- 
serted that the current expense of prop- 
erty administration, including trustee’s 
fees, must be borne by the life-tenant, so 
that the principal may be preserved in- 
tact, as far as may be, for the remainder- 
men. Despite this rule, it has not been 
uncommon for trust companies, with 
court approval, to make a charge against 
corpus upon the termination of a trust. 
It has been something of a “last-chance” 
charge with little clearly-thought-out 
theory behind it. It is often called a dis- 
tribution charge, but as a fee merely for 
the distribution of a trust, it would or- 
dinarily be excessive. The better theory 
is that a charge against principal, 
whether at the inception or the termina- 
tion of a trust, is a fee for services ren- 
dered to remaindermen and should be 
paid out of the body of the account. If 
this theory is sound, as it seems to be, 
the suggestion follows naturally that a 
fair fee should be charged annually 
against the principal as well as against 
the income of a trust account. 


This possibility of putting a larger 
part of the increased cost of trusteeship 
on principal and charging it annually 
has seldom been offered to the settlors of 
trusts. In most cases, if it were pro- 
posed, I believe it would meet with the 
hearty approval of testators and settlors 
planning for the welfare of their fami- 
lies. Their chief concern is ordinarily 
for their immediate dependents. They 
want to provide an adequate income for 
wife and children. The remaindermen 
are often unborn when the will is made, 
or virtually unknown to the settlor of the 
trust. The residue which is so sedulous- 
ly preserved becomes little more than a 
gift to strangers or a contribution to the 
accumulated wealth of society. A num- 
ber of recent charitable trusts, notably 
those of the late Julius Rosenthal, re- 
quire that the entire fund shall be spent 
within a given period of years on the 
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Fiduciary Service 


Trustees 


Walter St. J. Benedict 
Harry M. De Mott 
Jackson A. Dykman 
William N. Dykman 
John W. Fraser 

John Gemmell, Jr. 
Lewis M. Gibb 

John V. Jewell 

James H. Jourdan 
Howard W. Maxwell 
Edwin P. Maynard 
George V. McLaughlin 
Clifford E. Paige 
Robert L. Pierrepont 
Harold I. Pratt 
Richardson Pratt 
Thomas H. Roulston 


in New York State 


With nearly three-quarters of a cen- 
tury of continuous fiduciary experi- 
ence in New York State, we are glad 
to extend to banks and trust com- 
panies in other states full co-opera- 
tion in the handling of estate and 
trust problems of their clients re- 
quiring special attention in thisstate. 


BROOKLYN TRUST 


Adrian Van Sinderen 
Alexander M. White, Jr. 
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177 Montague St.—Brooklyn Greater New York (ag Sell But Service 


New York Office—26 Broad St. 


Member Federal Deposit Insurance Corporation 


One of the oldest Trust Companies in the United States 


theory that to a great extent each gen- 
eration should care for its own problems. 
The same feeling is apparent in the in- 
creasing use being made of annuities for 
family support which yield a larger in- 
come to the immediate objects of one’s 
affection, even though the fund be con- 
sumed in the process. 

For the trustee it would make possible 
an adequate fee, which is now difficult to 
collect from a life-tenant. Fair compen- 
sation determined by methods of cost ac- 
counting which would recognize the 
greatly increased cost of doing business 
and the right of the trustee to a reason- 
able margin of profit, could then be ap- 
portioned between life-tenants and re- 
maindermen according to a_ schedule 
which seemed to meet the average de- 
sires of testators or the wishes of the 
particular settlor. 

Certainly such a plan would be accept- 
able to immediate beneficiaries, whose in- 
comes have been sorely reduced in a mul- 
titude of ways. The diminution in prin- 
cipal would be trifling and in many in- 





stances would be more than met by the 
profitable operations of the trustee. 

Legislators should be quick to approve 
it as assuring larger net incomes which 
could be taxed. Courts might hesitate 
in the absence of express authorization 
by will or statute, although they are al- 
ready accustomed to allowing charges 
against principal upon distribution. The 
suggestion is not economically unsound, 
as a careful study could demonstrate. On 
the whole, it seems to me to offer the 
most promising solution of the most dif- 
ficult problem now confronting the busi- 
ness of trusteeship. * * * 

Ours is a high calling—it has come 
out of a noble past. We have been trust- 
ed with more responsibilities than any 
like group of men in history. We have 
been called upon to apply sound business 
principles to sacred relations. Much is 
rightly expected of us. The problems 
are abundant and the dangers are great; 
but they are not insuperable. The re- 
wards are satisfying, if still often in- 
tangible; but they are worthy of pursuit. 
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PB, rovident Trust Company is one of 
the Philadelphia institutions with a 
tradition for protecting the welfare 


of many Philadelphia families. 
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Values in Securities of Extinct Companies 


Data on Recoveries in Supposedly Worthless Investments 


ROBERT D. FISHER 


Vice President, Marvyn Scudder & Co. and Editor of Marvyn Manual 
of Extinct or Obsolete Companies 


FTER a careful investigation of over 

ten years I have compiled a list of 
over 5000 companies that are out of exis- 
tence but whose securities have definite 
value. I believe that the unclaimed 
funds for supposedly worthless and 
matured securities amounts to over 
$100,000,000. These funds are held by 
banks, courts, the United States Govern- 
ment and individuals. 

You can see that treasure hunting is 
still profitable. It is not necessary to 
travel to all parts of the world to find the 
famed treasures of Captain Kidd and 
others that are but a small part of the 
unburied wealth which remains  un- 
claimed in the United States. This un- 
buried wealth is found in the form of 
supposedly worthless stocks and bonds. 

I struck a gold mine right in New 
York City. Upon request by one of the 
banks to investigate about 2000 old se- 
curities I found about $40,000 of un- 
claimed funds that the security holders 
were entitled to. In one case I found 
$14,000. and with interest the fund had 
grown to $23,000. Thousands of other 
security holders could obtain some of this 
wealth if they would only take the time 
to properly investigate their securities. 
In every estate I have appraised I found 
at least 75% of the securities were doubt- 
ful. In a rare case the estate may hold 
all listed bonds. 

In one estate I found some stock worth 
$1125. and my usual charge to make 
these collections is 25%. The executor 
refused to pay the fee declaring it was 
too high. He probably does not realize 
that it may be necessary tc investigate 
one thousand securities on a percentage 
basis and only find one that has value. 
Some banks hesitate to engage outside 
facilities to look over their securities be- 
cause as executors they are not permitted 
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to pay any percentages to make collec- 
tions when they are employed for that 
specific purpose. Sometimes too much is 
required of the banks who do not special- 
ize in this particular line, and therefore 
have only limited facilities in this field. 

Security holders often fail to properly 
investigate their securities of doubtful 
value, and unknowingly forfeit their 
share of the assets because they do not 
make their claims in time to share in the 
pro rata distribution of the company’s 
assets. 

This is true in the case of the Iron 
Mountain Company of Helena, Montana, 
which dates back before 1900, according 
to the following letter received from Rob- 
ert A. Luke of Gaston, Ore., dated May 
30, 1936: 

“The dividend in liquidation of nine 
cents per share about October 1910 by 
the Iron Mountain Company of Helena, 
Montana, amounted to the total sum of 
$45,000. and was from the sale of the 
Iron Mountain mine in Missoula County, 
Montana. Of that dividend of nine cents 
per share—about $2000. in checks pay- 
able to each stockholder of record, dated 
October 28, 1910, were unclaimed, and 
the funds were held by the Treasurer of 
the company, Albert L. Smith, on deposit 
in the National Bank of Montana, up to 
the time of his death in April 1932. The 
funds then came into my hands as former 
Secretary of the company. By direction 
of the District Court of Louis and Clark 
County at Helena, all the funds were dis- 
tributed to stockholders who made claim 
pursuant to the published notice in the 
newspapers.” 

In the case of the Pioneer Mining & 
Ditch Company, Mr. G. W. Campbel lo- 
cated at 1424 Balboa Street, San Fran- 
cisco, Cal., informed me as follows on 
May 18, 1936: 
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“I was formerly Secretary of the Pion- 
eer Mining & Ditch Company. This 
company was dissolved in the Spring of 
1929 and a final liquidating dividend of 
2% cents per share was payable on June 
8, 1929, upon endorsement and surrender 
of the stock certificates. Notices to this 
effect were mailed to all stockholders of 
record at their last known addresses. 
Prior to dissolution the company set 
aside a fund to meet distributions to 
missing shareholders, and invested it in 
interest bearing securities. In the crash 
that followed, these securities declined 
to only a fraction of their former cost. 
The company maintained its office for 
one year following dissolution in an ef- 
fort to get in touch with missing share- 
holders. The securities were sold and 
the proceeds absorbed in distributions to 
shareholders who were located and in ex- 
penses due to maintenance of the office. 
All distributions paid from 1922 until 
the final were mailed to stockholders of 
record. Unfortunately those that failed 
to give prompt attention to the notice 
lost the right to share in the final distri- 
bution.” Apparently the final dividend 
in this case was made up of unclaimed 
dividends that remained unpaid since 
1922. 


The American Real Estate bonds had 
a decree value of $400. for each $1000. 
bond before 1931. The unclaimed funds 
were distributed to bondholders who 
made claim in a final distribution of 
2%%. Unstamped bonds that were for- 
merly worth $400. are now worthless. 

Associated Motor Industries, Inc. 
bonds are collectible in about six differ- 
ent states and the funds may be obtained 
by making proper petitions to the courts, 
However, in the State of Kentucky, 
where the company owned property, the 
United States District Court at Louis- 
ville, ordered that all bondholders of this 
company file their claims for a pro rata 
share of the proceeds received from the 
sale of the company’s property by a cer- 
tain time or be forever barred from shar- 
ing in the assets. “My client came to me 
with $18,000 of these bonds when it was 
too late to file claim and lost $900. 

I came across some stock of the Edison 
Electric Light Company of Europe, Ltd., 


dated about 1891, endorsed showing that 
liquidating dividends of $2. per share 
had been paid in 1896. In 1932 when I 
found a one hundred share certificate of 
this company, I learned that the cus- 
todian of the funds was dead and that 
no further trace of the unclaimed funds 
could be found. 

I received the following letter from at- 
torneys in Baltimore, Md., dated May 5, 
1936: “A final liquidation dividend of 5c 
per share was paid on the stock of the 
Livingston Petroleum Corporation in 
1931 or 1932. The funds that were held 
for stockholders who did not present 
their certificates for cancellation were de- 
posited with the Baltimore Trust Com- 
pany, which closed in February 1933, and 
has since been in liquidation. In the 
meanwhile franchise taxes and other ex- 
penses have accrued to an amount great- 
er than the dividends received in the liq- 
uidation of the bank. The stock is there- 
fore worthless.” 

The Troy & North Carolina Gold Min- 
ing Company, a New York corporation, 
incorporated in 1866, was reinstated in 
1936. The company happens to own 
some property in North Carolina that is 
to be included in a forest preserve pur- 
chase by The United States Government. 
I would be interested in any company 
owning property in certain counties in 
North Carolina. 

I am also interested in the old Wil- 
liamsport & Elmira Railroad Company 
bonds. This road was sold in 1860, and 
the first mortgage bonds were exchanged 
for bonds of the Elmira & Williamsport 
Railroad. I hold one bond and there are 
about 47 more outstanding. I believe 
something could be done with these bonds 
if I could get enough of them. 

A few years ago a New York bank 
asked me to look into a certain brick 
company of which they held a $1000. 
bond. I found that the property of the 
company had been sold at foreclosure sale 
and the unclaimed funds amounting to 
$396. on each $1000. were placed in a six 
year Trust. After six years the un- 
claimed amount was returned to the pur- 
chasers of the property. I wrote to the 
succeeding company requesting payment 
on my client’s bond. The company in- 
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formed me that I was barred from these 
funds by order of the court. I petitioned 
the court and was given a hearing in 
Boston. The court declared the es- 
cheatment of the funds as illegal, and 
ordered the company to pay us the 
amount due on our bond and turn the 
remainder over to the Treasurer of the 
United States. 


Escheat proceedings have been begun 
in the Court of Common Pleas in Phil- 
adelphia County looking toward the es- 
cheat to the Commonwealth of Pennsyl- 
vania of certain unclaimed funds held by 
the Treasurer of the United States. I 
understand however that under the law 
this fund remains a permanent fund 
from which duly proved claims may be 
made. If the Commonwealth of Penn- 
sylvania should be successful many of the 
states may follow and take the funds 
away from the Treasurer of the United 
States where they have always been 
available after making proper proof of 
claim. The security holders may be for- 
ever barred from these funds if the 
states get them. Then again the funds 
may be easier to get from the states as 
much red tape is required to get said 
funds from the United States. 


The following 5000 valuable extinct se- 
curities are all listed in the Marvyn 
Scudder Manuals of Extinct or Obsolete 
Companies, together with over 500,000 
other corporations that have gone out of 
business, dated from 1780 to 1933. These 
records were compiled from the files and 
records of the Marvyn Scudder Financial 
Library, the largest library of its kind 
in the world, located at Columbia Univer- 
sity. 


Of the known 5000 companies that are 
out of existence the following are a few 
whose securities have definite values: 


Accumulator Co.—First Mtge 6% Bonds 
—$815.14 per $1000. bond. 

Achilles Rubber & Tire Co.—Ist. 7’s due 
1937—$1.05 per $100. bond. 

Acme Transit Co.—Liq. Div. $130. per 
share. 

Alabama Mineral Land Co.—Stock worth 
about 6% or better. 

Alleghany Coal Co. (Ohio) Pfd. Liq. 
Value—$3.49 per share. 


The 
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in Pittsbu rgh 


ESTABLISHED 1867 


Member Federal Reserve 
Member Federal Depos 


Corporation 
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| 
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American Bolt Corp.—First 7’s due 1937 
—$178.085 per $1000. bond. 
Chicago Rock Island & Pacific RR—4’s 
due 2002—$107.66 per $1000. bond. 
American Central Railway of Illinois.— 
Stock has nuisance value. 

American Cotton Fabric Corp.—$101.75 
per share. (Pfd.) 

American Hominy Co.—First 7’s due 
1923-29—$594.33 per $1000. bond. 

American Investment Trust Shares — 
Liq. Div. $2.10 per share. 

American Oriental Co.—Pfd.—$18.44 per 
share. 

American Speaking Telephone Co.—$264. 
per share. 

Associated Motor Industries, Inc.—74%4% 
bonds—about 70%. 

Baltimore Tube Co.—Pfd. $64. per share. 

Com. 4. per share. 

Bank of Commerce Liquidating Co.—$35. 
per share. 

Barbizon Corp.—First 6’s—$226.75 per 
$1000. bond. 

Bath Iron Works Ltd.—$197.74 per $1000. 
bond. — 

Belle Terre Estates—First Mtge Bonds 
due 1921—$327.91 per $1000. bond. 
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Colorado Midland RY Co.— 

First Mtge. Bonds—$85.55 per $1000. 
bond. 

Pfd. Stock—$30.00 per share. 

Com. Stock—$12.50 per share. 

Commonwealth Hotel Construction Co.— 
Pfd. $100. per share. Com. $19.43 per 
share. 

Consolidated RR of Vt.—5’s due 1913— 
$225.85 per $1000. bond. 

Danville, Champaign & Decatur RY & 
Light Co.—$110. per share. 

Davis Daly Copper Co.—$4.80 per share. 

Denver City Tramway Co.—First & Ref. 
5’s due 1933—$398.20 per $1000. bond. 

Denver Union Water Co.—$28. per share 
—Com. & Pfd. 

Denver & Salt Lake RR—First Mtge. 
Bonds due 1943—$208.65 per $1000. 
bond. 

Denver & Southwestern RY—Gen. 5’s— 
$187.50 per $1000. bond. 

Dery (D. G.) Corp.—First 7’s—$122. per 
$1000. bond. 

Distillers Securities—Corp.—First 5’s— 
$246.24 per $1000. bond. 

Downey Shipbuilding Corp.—First 7’s— 
$113.55 per $1000. bond. 

East Butte Copper Mining Co.—$2.20 per 
share. 

Edwards Plateau Royalty Co.—$3. per 
share. 

European Shares, Inc.—$25.98 per share. 

Federated Metals Corp.—$14. per share. 

Georgia Bay Lumber Co., Ltd.—$3.50 per 
share. 

Hamilton Woolen Co.—$35. per share. 

Hereford Live Stock Co.—$2.04 per share. 

Hudson County Consumers Brewing Co. 
—$5.80 per share. 

Hudson River Electric Co.—$976.32 per 
$1000. bond. 

Hudson River Power Transmission Co.— 
$789.78 per $1000. bond. 

Hudson River Water Power Co.—First 
Mtge. bonds—$1,197.55 per $1000. bond. 

Huron Steel & Iron Co.—5% First Mtge. 
Bonds—$135.37 per $1000. bond. 

Hydraulic Steel Co.—Notes—70%. 

Imbrie Securities Co. Ltd.—Series A De- 
bentures—15%. 

Indiana Decatur & Western RY—First 
5’s—$395.60 per $1000. bond. 

Industrial Sugar Co.—$5.63 per share. 

Interborough Metropolitan Co—4%2% 
bonds—$112.50 per $1000. bond. 

C/D for 4%’s with election to purchase 
6% notes—$13. per $1000. 

C/D for 4%’s surrendering 6% of their 
bonds—$5.20 per $1000. 
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Receipts for C/D for Series A bonds— 
$3.85 per $1000. 

Receipts for C/D for Series B bonds— 
$1.54 per $1000. 

Investors Trustee Foundation of U. S.— 
A stock—$4.85 pe share. 

Island Refining Co.—First 7’s—$60.29 
per $1000. bond. 

Jackson Heights Building Co.—$5.65 per 
share. 

Johnson Co.—$36.83 per share. 
Kanawha & Hocking Coal & Coke Co.— 
C/D for bonds—$1,052.31 per $1000. 
Kansas City, Mexico & Orient RY—4’s 

due 1951—$130.50 per $1000. 

La France Copper Co.—$39.54 per $1000 

Lake Hopatcong Park Assoc.—$100. per 
share. 

Land & River Co. First Pfd. stock—$8. 
per share. 

Landover Holding Corp.—Class A stock 
—$18. per share. 

Latrobe Steel Co.—Probably $400. per 
share. 

New Jesrey Bankers Securities Co.— 
$2.25 per share. 

New Mexico, Colorado, Coal & Mining 
Co.—Second Coll. Trust Bonds—$1.21. 

Pennsylvania Canal Co.—Bonds worth 
90%—money must be claimed at once 
or bondholders may be forever barred 
from making claim. 

Pittsburgh, Binghamton & Eastern RR 
—First 5’s due 1953—$9.75 per $1000. 

Regal Oil & Gas C. (Del.) $2.00 per 
share. 

Small Hopes Consolidated Mining Co.— 
5 cents per share—money must be 
claimed at once. 

Standard Match Company—Pfd. $17.43 
per share. 

Standard Cordage Company—First Mtge. 
5’s—$157. per $1000. 

Standard Roller Bearing Co.—$7. per 
share. 

Star Consolidated Mines Co.—70c per 
share. 

Staten Island Rapid Transit RR—Second 
Mtge. 5% bonds—Par. C/D for Sec- 
ond Mtge. 5% bonds—$76.87 per $1000. 

Union Gold Mining Co. (Colo.) I have 
a list of 40 stockholders who have not 
received dividends due them. 

United Fireproofing Corp.—85c per share. 

United Oil Producers Corp. 8% bonds— 
$698.55 per $1000. 

Winton Engine Co.—Probably $100. per 
share. 





Obligations and Duties of a Corporate 
Fiduciary 


Preserving Human as Well as Financial Values 


HAROLD A. KERTZ 
Asst. Trust Officer, National Metropolitan Bank of Washington, D. C.* 


OR several years past corporate fidu- 
ciaries have been confronted with 
many unusual problems—some arising 
from within; others from without. In 
considering one of the important prob- 
lems now confronting corporate fiduciar- 
ies, that of public relations or reselling 
themselves to the public, we must recog- 
nize the fact that more misinformation 
has been preached to the public at large 
regarding corporate fiduciaries than any 
other profession. Trust institutions 
have been unjustly maligned and at least 
some of the resulting effects can be 
charged to the Trust Officers themselves, 
due to their seeming willingness to stand 
and take it without putting up any de- 
fense for themselves or their institutions. 
At the same time, trust men must real- 
ize the public has, during the past few 
years, been unforgetably reminded of 
the importance of corporate fiduciaries 
to its own welfare and comfort, and as a 
result, men and women are more interest- 
ed in corporate fiduciaries than ever be- 
fore. They are in a receptive mood for 
detailed information about the obliga- 
tions, duties and responsibilities of cor- 
porate fiduciaries. 

It is pertinent to point out the con- 
trast between past and present condi- 
tions. In the past when the population 
was largely rural and a man’s possessions 
consisted principally of his farm, his 
stock and implements, the activities of 
the fiduciary were comparatively simple. 
Today the balance of the population live 
in the cities. Large estates have been 
amassed, consisting of complicated se- 
curities of extensive corporations in dis- 
tant parts of the country and of the 

*From address before recent meeting of the joint 


Fiduciary and Auditors’ sections of the District 
of Columbia Bankers Association. 


world. Often it is an intricate business. 
The modern Trustee is faced with intri- 
cate financing, contracts and legal obliga- 
tions, with many problems to be solved, 
and much property to be salvaged for 
the family. Broad experience and sound 
business judgment are required, all of 
which have multiplied immeasurably the 
duties and responsibilities of corporate 
fiduciaries. 

The modern Trust Company must be 
able to assume these duties and responsi- 
bilities. It must have a corps of experts 
in all lines of fiduciary service. It must 
have financial records for gathering in- 
formation with reference to investments 
from every corner of the earth and ex- 
perts capable of passing upon it; experts 
in tax matters, whose chief duties are to 
properly minimize tax liabilities; expe- 
rienced officers in the duties of adminis- 
tration, allowance and payment of claims 
— in short, an organization always young, 
always virile always alert, always ef- 
ficient, whose sole duty is*to know the 
dangers that assail estates and provide 
means for frustrating them. To illus- 
trate: When a Trust Company takes 
charge of an estate, what happens? Let 
us raise the curtain: All debts become 
due and payable in cash and creditors are 
requested to file their claims; all claims 
are examined, audited, scrutinized and 
those that are questionable are refused 
without sentiment. The estate is inven- 
toried and the inventory is passed on to 
the Investment Department for a detailed 
analysis of every item. The analysis is 
passed on to the Trust Investment Com- 
mittee of the Board of Directors for final 
action. Complete financial accounts and 
records are at once set up on the whole 
estate and on each security therein, with 
means for furnishing periodic informa- 
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tion on the management and operation of 
the various industries represented. Se- 
curities are never purchased from itself 
or any subsidiary in which it is interest- 
ed. The Trust Company passes on to the 
estate the discounts which it, as an insti- 
tution, is able to secure. A revolving 
fund of investments is maintained to se- 
cure the prompt investment of all cash 
not immediately needed. Tax experts as- 
sume the responsibility for the intricate 
reports that the law requires and for the 
accuracy of tax payments. Expert audits 
are made of the accounts and periodic 
statements are rendered of the adminis- 
tration. 


Investment administration is the very 
keystone of the trust business and is the 
most important obligation of the corpor- 
ate fiduciary. Daily it is confronted with 
many problems, as, for instance, what are 
the duties of Trustees in investing trust 
funds in the present monetary situation? 
Whatever your individual answer may 
be, it cannot be disputed that the first 
duty of the Trustee is to preserve the 
corpus of the trust. 


There are other duties and obligations 
above and beyond contractual require- 
ments. It is indisputable that corporate 
fiduciaries are charged with a public 
duty. We have a public trust that we 
must never forget. What trust officer is 
willing to state that his duties and limita- 
tions begin and end with the proper ad- 
ministration of investments and remit- 
tances? Somewhere within the realm of 
the duties of a trust officer is a fine line 
of division between the first claim on 
him to make profitable use in a monetary 
sense of both time and effort and a high- 
er sphere of usefulness in human service 
and social benefit. We, in the adminis- 
tration of trusts, must take unto our- 
selves not only the duties of probate, 
trusteeship, investments and administra- 
tion of the estates committed to our care, 
but also the responsibility incumbent 
with parenthood, guardianship and lead- 
ership, that looks not only to the dollar 
of fee but carries that friendly interest 
and counsel which we ask from a close 
personal friend in his guidance of our 
own family after our demise. This hu- 


man interest is going to spell the success 
or failure of trust growth in the years to 
come. Each one.of us must believe that 
the service we offer is for the benefit of 
those who need protection. 


The conscientious Trustee will occa- 
sionally find in discussing problems with 
a prospective client, that the soundest ad- 
vice is contrary to the business interests 
of the Trustee. Proper regard for the 
high standard of fiduciary relationship 
should at all times require that our 
soundest and best advice be given re- 
gardless of whether it be to our business 
interest or not. 


It is relatively an easy matter to de- 
velop the physical handling of a trust es- 
tate. The attitude of the officers of the 
trust company is, however, a very differ- 
ent matter of control. An individual or 
departmental atmosphere that permits a 
trust client to feel that time is limited 
for his consideration; that his personal 
affairs are picayunish. and inconsequen- 
tial; in short that a favor is being be- 
stowed in the acceptance of his business, 
has no place in our profession. We have 
only service, experience, perpetuity and 
financial responsibility to offer and the 
trust officer who destroys the friendly re- 
sponsive contact is daily losing business 
and opportunity, as well as inflicting an 
injury on corporate trusteeships. 

The pathway. of the trust officer’s 
duties and responsibilities is not always 
well defined and clear. We are often 
faced with the conflicting duties and in- 
terests of the donor or testator,-the life 
tenant, and the remainderman. Donors 
frequently are in the dual position of 
donor and beneficiary with the changing 
interest and attitude. Protection has 
been asked for various reasons. Can 
this agreement be broken? There is no 
general answer to this question, as each 
situation must find its own solution. 
Broadly speaking, however, we are gross- 
ly at fault whenever we allow the dis- 
sipation of an agreement through lack of 
enforcement. A_ testator’s commands 
and wishes are, however, another consid- 
eration. We should seldom be the judges 
of these provisions. We must carry on 
with the tools that he has given us and 
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the plans and specifications thae-he has 
laid out. At times, however, the testa- 
tor has, through liberal provisions, given 
a latitude of interpretation that allows 
for the expanding necessities of the 
beneficiaries and the changing demands 
of the times. Then is the experience 
and judgment of the trust officer of im- 
measurable value to the life tenant and 
the remaindermen. Then are costly 
Court interpretations made or avoided 
and corporated administration strength- 
ened or injured. 


There are times in the life of every 
trust officer when his attorneys say “Go 
slow.” But business procedure and fin- 
ancial benefit to the trust command that 
the legal barrier be hurdled. We are 
paid to take responsibility, we are paid 
to exercise our best judgment even 
though there is no Court decision to sus- 
tain our position. These dilemmas must 
be faced. 


The moral responsibilities of trustee- 
ships are too often underestimated. To 
each trust estate must be conscientiously 
given the supervision of some individual 
who has constantly in mind the personali- 
ties, capabilities, mentalities and needs 
of the beneficiaries, and who is free, able 
and willing to sit down and discuss with 
them their personal problems with an 
open mind and a friendly interest. 

Frequently we are placed in the dual 
capacity with individual welfare of the 
estate on one hand and public policy on 
the other. The opportunities for the 
wielding of political and social influence 
through acquired companies may be enor- 
mous. We must never allow the corpor- 
ate Trustee to degrade his position by 
exerting these influences, save only for 
those purposes that will bear the most 
critical scrutiny. 

Frequently trust companies refuse 
business in no uncertain terms,—busi- 
ness that does not appear to be sufficient- 
ly profitable. We are naturally interest- 
ed in receiving a just compensation for 
services rendered, but in public work 
such as this w2 cannot take only the de- 
sirable business. 


The amount of trust property admin- 
istered by corporate fiduciaries is enor- 
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mous and therein lies the danger. Re- 
gardless of this growth, we must main- 
tain the personal contacts and individual 
service that are essential to the fulfill- 
ment of our duties. A trust company is 
a public institution in a large sense, and 
funds committed to it represent a sacred 
trust that cannot be handled by any uni- 
form standardized method but demand 
management suitable to the individual 
needs of the estate and those dependent 
upon it. 

This trust business in which we are 
engaged is unique in the field of human 
endeavor. If we can show that we are 
cognizant of our high duties and respon- 
sibilities, both legal and moral, and that 
in the proper exercise and performance 
of them, we have prevented financial 
tragedies and have solved human prob- 
lems, we should have little difficulty in 
impressing on the public the tremendous 
value, not only of the contribution to 
public welfare that has been made, but 
also the value of the contribution to be 
made in the future. 
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Statement of Condition, June 30, 1936 


RESOURCES 


Cash on Hand andin Banks ... . . $29,461,492.63 
U. S. Government Securities and Home 
Owners’ Loan Bonds ...... . 22,130,738.03 


State, County and Municipal Securities. 32,131,729.88 
Other Investment Securities . . a 25,814,420.69 
ah a ae a a eg ae se 26,432,628.31 
Real Estate Owne . . . 6,120,678.94 


Other Assets . . .. . : — 4,276,606.73 
$146,368,295.21 


LIABILITIES 


Capital Stock. . . . oo &.% $6,700,000.00 
is «+ + + + + + «eee 15,000,000.00 
Undivided Profits . ....-++. - 1,427,131.76 
Reserve for Contingencies . .... . 736,379.33 
Reserve for Interest and Taxes. . .. . 631,056.78 
ee ee ee ee ee 915,954.09 
a ee ee ee ee ee ee ee eee eee eg tt 


$146,368,295.21 


United States Government obligations and other securities carried at 
$23,270,440.86 in the above statement are pledged to secure 
Government, State and Municipal deposits and for fiduciary purposes 
as required by law, and to secure Clearing House exchanges. 


WILLIAM P. GEST HENRY G. BRENGLE 
Chairman of the Board President 
J. CALVIN WALLACE 


Treasurer 
MEMBER OF FEDERAL DEPOSIT INSURANCE CORPORATION 

























An Appraisal of the 
Federal Social Security Act 


WINTHROP W. ALDRICH 


Chairman Board of Directors, The Chase National Bank of the City of New York 


N the last seven years, millions of our 
people have known what it is to be un- 
employed, to tramp the streets daily in 
search of work, to watch their savings 
melt away, to lose faith in themselves, to 
succumb to despondency and despair. 
One of the main consequences of this con- 
dition has been the growth of a demand 
for what is called social security. In the 
minds of most reformers, the phrase has 
a special meaning. It means systems of 
unemployment compensation and old-age 
pensions. The Federal Social Security 
Act of 1935 is no doubt one of the results 
of this demand. It means, not merely 
security for certain individuals or 
groups, however needy or worthy, but se- 
curity for the productive system as a 
whole. We cannot have piecemeal secur- 
ity at the cost of aggregate insecurity. 
We must not aim solely at the security of 
special groups and neglect the security of 
all. 


It is very important, therefore, that 
we should never lose sight of the wider 
bearings of the problem, as our more im- 
patient reformers are so likely to do. We 
desire to effect insurance as far as pos- 
sible against the disasters and disloca- 
tions incident to economic advance, but 
we do not wish to weaken the forces of 
advance themselves. We wish to miti- 
gate for individuals the penalties for 
failure or misfortune, but we do not wish 
to weaken the incentives to production 
and success. 


How are we to help those who are out 
of work through no fault of their own, 
without removing the pressure upon 
them to find work as soon as possible? 
Indeed, to provide outside help without 
discouraging self-help is the central prob- 
lem of relief in all its forms—not merely 
in what are now known as “home relief” 
and “work relief” but in unemployment 
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insurance and in the various forms of 
help in old age. Because these are all 
parts of a larger issue, I propose to con- 
sider them, not merely in isolation, but 
in their relations to each other. 


Social Advantages Gained Through Un- 
employment Insurance 

The social gains through unemploy- 
ment insurance are numerous. Its first 
effect is to diminish in the mind of the 
worker the fear of insecurity. He knows 
that if he should lose his job he would 
not immediately face a total loss of in- 
come. There will be at least some in- 
come during a few weeks or months while 
he is looking for new work. This relief, 
though temporary, will not be fluctuating 
and uncertain; it will be an amount that 
he can count on. There will be no hu- 
miliation in accepting it, nor will the 
worker have to prove that he has ex- 
hausted his other resources before he is 
able to get it. It will be an earned right. 

There is something to be said, also, for 
the effect of unemployment insurance on 
business. It helps to stabilize the buying 
power of the workers. A great many fal- 
lacies are current regarding this question 
of “purchasing power”: one of the most 
common is that purchasing power is “cre- 
ated” when it is merely transferred from 
employers or taxpayers to workers. I 
am speaking, not of such theories, but 
merely of the fact that unemployment in- 
surance helps over short periods to keep 
buying in its accustomed channels. In a 
town in which there have been extensive 
layoffs, it helps to prevent a sudden con- 
traction in the business or income of local 
tradesmen or landlords; it reduces eco- 
nomic dislocations. Finally, in a mod- 
erate depression or in the early stages of 
a severe depression, it provides relief out 
of a special built-up fund without involv- 
ing a strain on the public treasury. In 
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short, while unemployment insurance is 
not the panacea or unqualified blessing 
which some of its advocates believe it to 
be, it is better than either of the alterna- 
tives to it—callous public neglect of the 
plight of the jobless or unsystematic 
doles. 


The Unemployment Insurance System of 
The Federal Social Security Act— 
a Federal-State Plan 


The Federal Social Security Act, as 
you know, does not itself set up any un- 
employment insurance plan. What it 
does is to impose a tax on employers of 
eight or more persons of 1 per cent of 
their total payrolls in 1936, 2 per cent in 
1937 and 3 per cent for every year after 
that. It then permits a credit of not ex- 
ceeding 90 per cent to employers in those 
States adopting acceptable unemployment 
insurance plans. The tax covers employ- 
ers of all workers except those in govern- 
ment service and in non-profit-making in- 
stitutions, domestic servants, and a few 
others. 

The conditions laid down in the Fed- 
eral act for acceptable State plans are so 
general that, in fact, a large variety of 
such plans are possible. 


(Mr. Aldrich continues with a discus- 
sion of the New York State plan by ex- 
plaining that this plan, effective July 1, 
1938, provides for fifty percent of the 
employee’s former full time weekly wage 
if the payment does not exceed fifteen 
dollars or fall below five dollars per 
week, for a period of no more than six- 
teen weeks in one year. A “waiting 
period” of three weeks after the em- 
ployee has lost his job is required be- 
fore payments are made, as a safeguard 
against efforts to exploit the insurance 
fund. 

Continuing, he points out two features 
that appear especially undesirable. All 
contributions are a result of a payroll 
tax on the employers only. This is con- 
trary to the majority of other adopted 
plans and illusory. Employees contri- 
bution would insure adequate payment, 
a voice in administration, and a hedge 
against false claims and wasteful ex- 
penditures. Actually, he points out, the 
employee is the payer but the impres- 
sion left is that of receiving something 
for nothing. 


The other undesirable feature of the 
New York law to which he directs atten- 
tion, is the flat rate on all employers 
regardless of their employment record. 
This does not encourage the firm or in- 
dustry to regularize employment, and 
is a penalty for those who give steady 
work. There are ways to overcome this 
inequity as in the Wisconsin plan. The 
taxes paid by the Wisconsin employer 
are kept in a separate fund. When the 
fund amounts to more than ten percent 
of the yearly wages paid, the tax is 
stopped until the fund is again reduced 
below ten percent. This increases the 
incentive to stabilize employment. The 
disadvantage is that the fund is solely 
for the “first served”, for when the fund 
is exhausted the out-of-work employee 
goes unpaid.) 


If the pool system is to be used, it 
should surely be modified by the so-called 
merit-rating system. Under this all re- 
serves are put into a common pool, and all 
the unemployment benefit payments are 
paid out of this common pool. But in- 
stead of a flat rate of tax, each employer 
pays a rate of contribution graded ac- 
cording to his employment record. 

The system would also act, as the flat 
rate system does not, as an incentive to 
the individual firm or industry to stab- 
ilize its employment. This incentive 
would come not merely from the mone- 
tary saving that a lower rate of contribu- 
tion would involve; it would also become 
a matter of pride for employers to have 
their firms classified among those entitled 
to lower rates. 


Before leaving this subject I should 
like to speak of another defect of the 
Federal unemployment insurance plan as 
it works out under present laws. ~ In or- 
der virtually to compel the States to 
adopt such insurance, the Federal gov- 
ernment imposes an annual tax of 3 per 
cent on the entire payroll of employers 
with more than eight employees. It then 
allows a credit of up to 90 per cent of 
this amount for contributions made by 
employers to State funds. But the New 
York State law does not cover all workers, 
but only manual workers, and other 
workers receiving $50 a week or less. The 
result of this is that the Federal Govern- 
ment will retain not only 10 per cent of 
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the payroll tax it collects, but, in addi- 
tion, the entire tax on that part of the 
payroll which goes to workers not cov- 
ered by the insurance. It might even 
happen, if the whole of an employer’s 
payroll went to non-manual workers all 
getting more than $50 a week, that he 
would pay a tax of 3 per cent on that pay- 
roll though not a single worker was cov- 
ered by the insurance benefits. This is 
an injustice so patent and pointless that 
it is difficult to regard it as anything but 
an oversight. 


Slowing Up Re-employment 


I am in favor of carefully worked out 
unemployment insurance. The payroll 
tax (to which I shall return later) at its 
inception will raise costs of production, 
though ultimately I think that the laws 
of the incidence of taxation will shift it 
to labor; it will make it more difficult for 
marginal firms to make ends meet; it will 
act, by just so much, to slow down re-em- 
ployment. Unemployment insurance it- 
self will also tend to encourage longer 
periods of unemployment, by removing 





Member Federal Deposit Insurance Corporation 


for a time, the severest penalties of job- 
lessness. The British, in addition, have 
provided central offices at which workers 
are compelled to report if they desire to 
claim benefits, and the attempt is made 
to test regularly the willingness of work- 
ers to take available jobs. 

Yet the net effect of British adminis- 
trative decisions, in determining “suit- 
able” work, whether an employee was 
justified in quitting a job, and the like, 
has been to create rigidity in wage rates 
and other specific working conditions, and 
has reduced the mobility of labor. There 
is strong ground for the view that the 
British insurance scheme raises the rate 
of unemployment and prolongs the aver- 
age period of idleness. In this country, 
since our civil service standards are much 
lower, the dangers in this direction are 
even greater. 

These dangers compel the conclusion 
that the power of the insurance adminis- 
tration to fix wages and working condi- 
tions should be severely limited. Unless 
this is done, the scheme may become a 
considerable barrier to re-employment. 
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The most efficacious method of limiting 
this power is to decentralize the insur- 
ance administration, so that its princi- 
ples and rules may be closely adapted to 
local conditions. 


~Insurance and Relief 


A much more serious problem arises 
when the unemployment insurance bene- 
fits to which a particular worker is entit- 
led have run out. What are we going to 
do for him then? Here we have passed 
from the field of what is called “insur- 
ance” to the field of what is called “re- 
lief.” It is true that these are both parts 
of a single problem: how to help the un- 
employed without reducing their incen- 
tive to seek new employment. The 
State almost inevitably becomes a con- 
tributor to the insurance fund whether it 
starts by doing so nor not. In fact, the 
State may very properly contribute to the 
cost of insurance out of the general tax 
fund. The British plan recognizes this 
directly, by providing equal contributions 
from the worker, the employer and the 
State. The dozen or more State plans 
that we have so far set up either provide 
that the burden shall be placed solely on 
the employer, or be shared by him only 
with the insured workers. Now there 
are several important objections to pay- 
roll taxes. Their first tendency is to 
come out of profits: hence they injure 
marginal firms and may unsettle produc- 
tion. By making labor more expensive 
they retard employment and artificially 
stimulate labor-displacing machinery. In 
the long run, I believe, they tend to be 
shifted to labor itself. Meanwhile an in- 
surance system which relies exclusively 
on payroll taxes penalizes those who pro- 
vide employment while it fails to compel 
those members of society not directly 
concerned to contribute their quota. The 
responsibility for unemployment is not 
the employer’s alone; it is shared by the 
worker and by the general public. 


We need to define our objectives in con- 
nection with unemployment insurance. If 
we undertake to pay for seasonal and or- 
dinary unemployment, we shall have very 
little left for the unemployment of de- 
pressions. Is it not wiser to assume that 
most workmen safeguard themselves 
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against normal periods of seasonal unem- 
ployment and short periods of idleness 
and let the insurance plan be invoked only 
against prolonged unemployment? This 
result can be accomplished by appreciably 
lengthening the waiting period. Doing 
so would certainly add enormously to the 
solvency of the insurance fund. 

Permanent relief should certainly not 
be made more desirable for the unem- 
ployed than the relief given by the insur- 
ance plan. There should be at least the 
same safeguards, for example, with re- 
gard to the relation of the relief payment 
to an unemployed man’s usual or prospec- 
tive wage, as under the insurance plan. 
The relief plan, indeed, should not make 
any payments at all until the applicant 
who has exhausted his insurance benefits 
has proved that he is without other 
means of support. 

Sir Josiah Stamp, on his last visit to 
this country, told of a man contrasting 
$15 in dole payments with $18 for pri- 
vate work, and figuring: ““What’s the use 
of working for $3?” 


Work Relief 


I have been speaking so far of the 
principles of “home” relief. But we do 
not solve this problem, we enormously in- 
crease it, when we try to substitute for 
this an extensive program of work relief. 
The two chief arguments for work relief 
are that it is less demoralizing than the 
dole, and that the community receives 
“something to show for its money.” But 
when men are put to tasks which they 
know would not be undertaken except to 
furnish them with work, when these 
tasks have often a very questionable 
value, when the weekly hours are only a 
fraction of those that are customary in 
private work, one may question whether 
the result is not more demoralizing in 
some respects than that of home relief. 

It is true that as a result of work re- 
lief the government has “something to 
show for its money”, but it is very im- 
probable that, on the average, this some- 
thing will turn out to be worth the added 
cost of work relief over home relief. 
Further, the work itself is necessarily in- 
efficient. It is not merely that the men 
employed in such work cannot be held to 
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the same strict standards of efficiency and 
application as in private work, and that 
only the more flagrant cases of malinger- 
ing can be dealt with. The program has 
consisted largely of “public works” of 
various sort. If we consult the 1930 cen- 
sus, and take the total number of brick 
and stone masons, carpenters, electri- 
cians, painters, paperhangers, plasterers, 
plumbers, stone-cutters, general building 
workers of other sorts, and road and 
street laborers, we get a total of less than 
3,700,000 workers out of a “gainfully em- 
ployed” population of nearly 49,000,000. 
The attempt, on the other hand, to ex- 
pand the field of work relief beyond that 
of public works and public services, when 
it does not result in mere “boondoggling” 
or pastime jobs, brings it into direct 
competition with normal production and 
so tends to obstruct and unbalance that 
production rather than to encourage it. 
In addition to all this, a work-relief 
program threatens to perpetuate itself. 
The President recognized this danger in 
his message to Congress of January 4, 
1935, when he recommended that com- 
pensation for work relief “should be 
larger than the amount now received as 
a relief dole, but at the same time not so 
large as to encourage the rejection of op- 
portunities for private employment or the 
leaving of private employment to engage 
in government work.” But what the 
President did not foresee was the 
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strength of the opposition of organized 
labor to this proposal. 

It is not merely the work-relief policy 
that has made our relief burden so omin- 
ously large, however, but the whole sys- 
tem of administering relief from Wash- 
ington. Almost daily we read of charges 
that the relief funds are being spent with 
an eye to political advantage. Such 
charges are inevitable, for two reasons. 
A work-relief program, unlike a home re- 
lief-program, usually involves selection 
from among applicants, either for parti- 
cular projects, or for particular positions 
on those projects. Some men get higher 
pay than other men, or are put in author- 
ity over them. The impression is bound 
to be widespread, particularly among the 
unsuccessful or less successful applicants, 
that the best jobs were given out on the 
basis of favoritism or “pull.” 

On the other hand, we cannot allow 
the Federal Government to supply all or 
nearly all the funds while leaving admin- 
istration to the localities. It is a system 
that puts a great temptation on the local 
officials to allow as many of their local 
voters on the relief rolls as possible. 

The conclusions we must draw are that 
Federal Administration of relief should 
end, and that local administration should 
be accompanied by as large a measure as 
possible of local financial responsibility. 
Both objects, I believe, could be attained 
by a grant-in-aid system similar to those 








66 TRUST COMPANIES 


already embodied in the Federal Social 
Security Act. It is not necessary that 
the Federal Government should require 
each State to match, dollar for dollar, 
what the Federal Government contrib- 
utes. But the Federal Government should 
require of every State which received 
grants-in-aid that very substantial State 
or local contributions be made—contribu- 
tions heavy enough to assure adequate 
local concern for efficient and economical 
administration. Such a system would 
put prompt pressure on the local com- 
munities to purge their relief rolls of 
imposters. 


I shall say little about the question of 
constitutionality of the Federal Social 
Security Act, preferring to discuss the 
Act at this time primarily on the basis 
of its economic merits. The constitu- 
tionality of the Act, as a whole, appears 
doubtful. A great deal of experimenta- 
tion is going to be necessary before we 
get it well worked out. The movement 
is popular, the movement is under way, 
and the States which have large indus- 
trial populations are under heavy pres- 
sure to proceed with it quite apart from 
Federal coercion. 


The Old-Age Insurance Plan 


We come, finally, to the question of 
public old-age insurance. Like unem- 
ployment insurance, this is not new out- 
side of this country. France has had a 
system of contributory old-age insur- 
ance since 1928, England since 1925, 
Germany since 1891. Contributory old- 
age insurance, therefore, is advocated on 
the ground that we must compel every- 
one we can to provide for his own old age, 
and that a government plan will be most 
likely to make this provision safe. For 
humanitarian reasons, and on_ the 
ground, too, that by doing this the state 
is saved a burden that might otherwise 
devolve upon it, it is usually provided in 
such plans that employers or the state 
contribute to the insurance thus set up. 


The plan set up under the Federal So- 
cial Security Act is to be financed by 
taxes on payrolls and wages. These 
taxes, shared equally by the employer and 
the employee, will total 2 per cent a year 
from 1937 to 1939 inclusive, and then 


rise by 1 per cent steps at three-year in- 
tervals to 6 per cent in 1949 and there- 
after. In calculating these taxes—and 
also in calculating the benefits to which 
each individual will finally be entitled— 
no account is taken of any sum earned 
by anyone in excess of $3,000 in any one 
year. 

From the fund thus created, old-age 
annuities are to be provided ranging 
from a minimum of $10 to a maximum 
of $85 a month. 

It is interesting to see how this plan 
works out as between younger and older 
workers on the same income. Workers 
who begin paying taxes on earnings of 
$100 a month from January 1, 1937 un- 
til retirement at the age of 65 will re- 
ceive pensions of $17.50 a month if their 
retirement falls on January 1 of 1942, of 
$27.50 a month if it falls in 1952; of 
$37.50 a month if it falls in 1962, and of 
$51.75 if it falls in 1982. In other 
words, their pension will be only 57 per 
cent higher when they have paid taxes 
for three times as many years, only 114 
per cent higher when they have paid 
taxes for five times as long, and only 207 
per cent higher when they have paid 
taxes for nine times as long. 


It is not difficult to see the theory be- 
hind this. The framers of the bill felt 
that the older workers should not be un- 
duly penalized because there had not pre- 
viously been a plan to which they could 
contribute. It is true that the older or 
poorer paid workers’ annuities are not di- 
rectly subsidized by the taxes on the 
younger or better-paid workers. This is 
made impossible by one provision in the 
law. If a worker dies before reaching 
the age of 65, his estate receives a lump 
payment equal to 3% per cent of the total 
wages on which he has paid taxes. If he 
dies after the age of 65, his estate re- 
ceives the same amount less any benefits 
paid to him during his lifetime. He is 
also to receive this 3% per cent of his 
total wages if he fails to qualify for the 
plan upon reaching 65. As each worker, 
therefore, is certain to take out more 
than he pays in, no worker can be direct- 
ly subsidizing any of the annuities paid 
to the others. This subsidy, therefore, 
must all come from the employers’ con- 
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tributions. The younger and the better 
paid workers will thus be indirectly sub- 
sidizing the older and the lower paid 
workers. 


Let us consider once more the total 
taxes by which it is proposed that the 
old-age insurance plan will be financed. 
As they will amount to 2 per cent of total 
payrolls beginning next year, and mount 
1 per cent every three years until they 
reach 6 per cent, it is obvious that the 
revenues will soon be formidable. The 
Senate Finance Committee estimated that 
these would be running annually in ex- 
cess of a billion dollars by 1944, and 
would reach nearly two billions by 1950. 
For many years nothing corresponding 
to this would be going out in benefit pay- 
ments. In 1950, for example, according 
to the estimates of the Senate Finance 
Committee when the annual revenues 
are $1,783,300,000, benefit payments will 
come to only $505,500,000. Revenues 
will continue to exceed benefit payments, 
on these estimates, for nearly thirty 
years, or at least until 1965. Meanwhile 
a huge reserve balance will be piling up, 
which in that year will have reached 
some $36,000,000,000. But though bene- 
fit payments will then begin to exceed 
the revenues, this reserve will continue 
to grow by virtue of its own interest. 
The Senate Committee’s table comes to 
an end in 1980 showing a reserve, still 
growing, of $47,000,000,000. 


The Fallacy of the “Self-Sustaining” 
Concept 
Now the theory behind all this was 
well-intentioned. It was to make the 
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old-age insurance plan “self-sustaining,” 
to prevent it from going bankrupt, to 
save posterity from too great a burden. 
The plan was adopted following the in- 
sistence of the Secretary of the Treas- 
ury, who urged higher taxes than orig- 
inally contemplated in order to “facilitate 
the continued operation of the system on 
an adequate and sound financial basis, 
without imposing heavy burdens upon 
future generations.” 


The reasoning behind this plan, how- 
ever, is fallacious. The enormous re- 
serve contemplated by the Federal Social 
Security Act is altogether unnecessary. 
We may recognize this most clearly by 
reminding ourselves of the basic princi- 
ple of insurance itself. That principle 
may be variously described as the pool- 
ing, the sharing, the diffusion, the equali- 
zation of risks. This end is automati- 
cally secured for the citizens of a coun- 
try when their central government does 
the insuring, for that government can 
not only compel those citizens to pay the 
“premiums” regularly in the form of 
taxes, but it can do what a private com- 
pany cannot do; it can raise or otherwise 
alter the premiums at will. 


Fictitious Reserves 

When the Government itself sets up an 
old-age insurance plan like the present 
one its position differs in several crucial 
respects from that of the private insur- 
ance company. As we have just seen, it 
can make participation in the plan obli- 
gatory; it can alter the “premiums” at 
will; and it can make up any deficiency 
out of the general tax fund. These three 
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powers together make reserves in the 
ordinary sense unnecessary. And when 
the Government, notwithstanding this, 
attempts to set up a reserve anyway, that 
reserve—at least in the form contem- 
plated by the Federal Social Security Act 
—becomes a fictitious one. The reason 
for this is that the reserve is to be in- 
vested only in the Government’s own se- 
curities. 

The mental confusion which this ar- 
rangement would almost certainly cause 
might save some very unfortunate re- 
sults. If the Old-Age Reserve Account 
invested its funds in outstanding United 
States bonds the effect would be equiva- 
lent in some respects to a retirement of 
that amount of the Federal debt. The 
funds would be returned to the general 
capital market. But suppose that, after 
these bonds were all purchased—or long 
before this happened—the Government 
began to issue the special 3 per cent 
bonds to the Old-Age Account as author- 
ized by the new law? Then we should 
have the appearance of investment with- 
out real investment. It would be as if 
an individual, not knowing what to do 
with his idle funds after he had bought 
up his own promissory notes in the hands 
of others, were to issue new promissory 
notes to himself for them. The purpose 
of the law in providing for these special 
bonds is supposedly to make sure that 
the old-age taxes will be invested in case 
it is not feasible to buy other government 
securities. As the reserve fund in 1980 
is expected to be 50 per cent greater than 
the total present national debt it is easy 
to see how the framers of the law thought 
they might eventually run short of out- 
standing government bonds for invest- 
ment. But the device of having the gov- 
ernment issue new bonds to a branch of 
itself would not invest the money. The 
Government would still have the old-age 
tax money in its general fund, and the 
problem of investment would remain. 


Meanwhile, what will happen to the 
moneys the Treasury gets each year in 
exchange for the special 3 per cent 
bonds? If the money were left idle, with- 
drawn from the channels of trade, it 
would merely reduce the nation’s buying 
power and breed depression. But what 


is much more likely is that future Con- 
gresses will find all sorts of extravagant 
appropriations for it. 

The attitude not only of Congress but 
of the voter who is paying for the old- 
age insurance must also be considered. 
The plan is supposed to be based on 
“sound actuarial principles.” But after 
it has been in operation five years, the 
fund will be taking in each year sixteen 
times as much as it is paying out. At 
the end of ten years, it will still be taking 
‘in five times as much each year as it is 
paying out, and meanwhile the fund will 
be piling up. Is it probable that all those 
paying the taxes will understand actuar- 
ial theory, and that future Congresses 
will attach great weight to actuarial 
theory? Is it not, on the contrary, far 
more probable that the workers will be- 


gin to resent having these taxes deduct- 


ed from their incomes, while they see so 
little being paid out, and this huge, idle 
and untouched fund growing ever larger 
and larger? Is it not far more probable 
that this will lead to demands either to 
reduce the taxes or to liberalize the bene- 
fits, by reducing the age of eligibility and 
increasing the monthly allowances? 


Private versus Public Old-Age Pension 
Plans 

When the Social Security Bill was be- 
fore Congress, Senator Clark of Missouri 
introduced a series of amendments to 
permit exemptions from the old-age pay- 
roll taxes of companies that had private 
old-age pension plans “not less favorable” 
to the beneficiaries than the Govern- 
ment’s plan. These amendments were in- 
corporated in the Senate bill, but the 
House rejected them, and after prolonged 
conferences the Senate receded from 
them. A gentlemen’s agreement, how- 
ever, was reached for the appointment of 
an interim joint Congressional commit- 
tee to investigate the question and to re- 
port to the next session. 

If no special provision is to be made 
in the law regarding existing private pen- 
sion plans, it is clear that great injustice 
will be done either to the companies that 
have such plans or to the older workers 
that have built up rights under them. 
All companies that have contractual plans 
will necessarily be subjected to a double 
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burden, while many of their employees 
would get two pensions. Other compan- 
ies, though they have no contractual ob- 
ligation, will assume this double burden 
at least to provide for their older work- 
ers. But some, undoubtedly, will find 
the double burden too great to carry, and 
in these cases the Federal Social Secur- 
ity Act as it stands will mean less rather 
than more security for many of their 
workers. 

The attempt, however, to keep a public 
system and innumerable private systems 
going side by side is admittedly full of 
difficulties. Congress would want to be 
assured that any private system for 
which it made special provision would be 
at least as favorable to the worker, in the 
benefits it provided, as the public system. 
It would probably want the worker to 
have complete freedom of choice as be- 
tween systems. It would want the pri- 
vate systems to assure adequate reserves, 
and it would not want the worker to be 
dependent for his pension on the fortunes 
of a particular firm. It would want the 
worker to be as well off after leaving a 
private system, as if he had been, during 
the same period, under the public sys- 
tem. It would want the worker to have 
complete rights of transfer, without loss 
to himself, from a private to the public 
system. 

Such requirements create a problem of 
the utmost intricacy. It seems next to 
impossible, except with the most elabor- 
ate individual bookkeeping records and 
detailed administrative oversight, to 
work out a system that would be fair at 
once to the worker, to the government 
plan, and to the private companies. 

One odd provision of the old-age in- 
surance plan set up in the Federal Social 
Security Act is that which not only makes 
it impossible for a worker to build up 
his possible pension after the age of 65 
but which compels him to retire from 
active work then or later before he is en- 
titled to a pension at all. The first part 


of this provision would bear unfairly on 
those workers who will reach 65 shortly 
after 1942. They will receive quite 
small pensions, and it seems only just 
that those who wish should be allowed to 
continue to build up their potential pen- 


sion in the early years of the plan. The 
second part of this provision—making re- 
tirement obligatory in order to receive a 
pension at all—seems to imply an accep- 
tance of the fallacy of a fixed number of 
jobs, so that it is necessary for the old 
to retire before the young can be em- 
ployed. 

The old-age insurance plan does not, 
of course, cover the entire population. 
Workers in agriculture, in domestic ser- 
vice, in Federal or State Governments, 
in charitable and other non-profit-mak- 
ing organizations, casual laborers and 
the crews of ships are specifically exclud- 
ed. The self-employed and the non-em- 
ployed are naturally not included. It is 
generally estimated that only a little 
more than half of the gainfully occupied, 
and only about one-third of the total 
adult population, will be covered. What 
of those who fall outside the plan? 


It must be remembered that this sys- 
tem, which is now in operation, and under 
which payments have already been made 
in many States (thirty-four State plans 
having received the approval of the So- 
cial Security Board up to June 20) is 
expected to operate side by side with the 
contributory insurance plan. But this 
will lead to some strange anomalies. Here 
is an aged couple, both of whom can prove 
need, so they will receive a combined pen- 
sion of $60 a month. But here, in 1966, 
will be a worker who has earned an aver- 
age of $100 a month for thirty years, and 
regularly paid his contribution on it. 
Reaching the age of 65 in 1966, he will 
be entitled to a monthly pension of only 
$42.50. What will he think of the plan 
when he meets his non-contributing 
neighbors with their $60? If his wife 
has not been in an insured employment 
herself this $42.50 may be their total in- 
come. Certainly they will consider them- 
selves entitled at least to a supplementary 
pension of $17.50 to bring their total in- 
come also to $60. If such a supplemen- 
tary pension is refused, or even if they 
have to take the equivalent of a pauper’s 
oath to get it, what will they think of the 
plan to which the husband has been con- 
tributing for thirty years? We must 
remember that this discrepancy is more 
likely to be common than infrequent. No 
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one earning $125 a month or less will re- 
ceive an earned pension as large as $60 a 
month even if he works and contributes 
for forty-five years, no one at no matter 
what salary will receive such a pension 
until 1960. 


I have reserved a question of the first 
importance. What is our social security 
program going to cost us? The initial 
amounts seem comparatively small, but 
they will grow rapidly and surely. For 
the first year $50,000,000 was appro- 
priated for the Federal Government’s 
contribution toward the State old-age as- 
sistance plans. For the 1937 fiscal year 
the President has already asked for an 
appropriation for this purpose of $85,- 
000,000. Mr. Linton reports that the 
actuaries associated with the work of the 
Committee on Economic Security believe, 
on the basis of the Canadian experience, 
that in a decade from now these pensions 
will be costing a billion a year—$500,- 
000,000 from the Federal Government 
and an equal amount from the States. 
Ten years from now the old-age payroil 
taxes will amount to $1,291,000,000. it 
has been estimated that all together 
these old-age assistance taxes, the old-age 
payroll taxes and the unemployment pay- 
roll taxes will probably amount in ten 
years to $3,000,000,000 annually, and to 
$4,000,000,000 annually within twenty 
years. Even this does not indicate the 
probable total cost of social insurance for 
it does not count the other forms of aid 
provided for in the Federal Social Se- 
curity Act—the assistance to the blind, 
to dependent and crippled children, for 
maternal and public health. For these 
all together there is already being ap- 
propriated almost as much as for the old- 
age assistance program. In addition, 
there is the question of general health 
insurance. This is not provided for in 
the present act, but there can be little 
doubt that an active effort will be made 
within the next few years to secure it. 
It would seem conservative, therefore, to 
assume that within ten years from now 
our social security burden will amount to 
not less than $4,000,000,000 annually. It 
might reach nearly that without counting 
the possibility of health insurance. 

Certain of the proponents of the pay- 


roll tax have assumed that it is essen- 
tially a sales tax which the business will 
pass on to the consumer in the form of 
higher prices. But there are surely some 
very important distinctions to be drawn. 
The sales tax, paid by the seller, is a tax 
on the supply of goods. The more goods 
produced and sold, the larger the sales 
tax paid. The payroll tax, paid by the 
employer, on the other hand, is a tax on 
the demand for labor. The calculation 
of this tax comes when men are being 
hired or promoted—or dismissed. The 
smaller the payroll, the less the tax. The 
smaller the wages, the less the tax. “The 
fewer the employees, the less the tax. A 
high tax on payrolls must retard wage 
increases and retard re-employment, and 
must accelerate unemployment in periods 
of crisis and depression, especially for 
the hard pressed marginal firms, which 
are reaching out desperately in every di- 
rection to reduce costs. A 6 per cent tax 
on payrolls is, in my judgment, danger- 
ously high. And the combined taxes on 
payrolls for unemployment insurance and 
old-age insurance amount to 6 per cent 
payable by the employer, in addition to 
the 3 per cent tax on wages paid by the 
worker. 


Complications always arise in concrete 
practice. Resistance by labor to actual 
reductions of wages could mean that the 
main effect would be on volume of em- 
ployment rather than on actual wage 
rates. This would probably be the first 
tendency if such a tax came into effect in 
a period of receding business. If the tax 
should come into effect in a period of ad- 
vancing business, increasing employment 
and rising wages, the tendency would be 
merely to retard the increase in wages 
and slow down the movement of re-em- 
ployment. The initial impact of the tax 
would, in any case, be on the profits of 
the business—or on the capital of the 
business if there were no profits. Sooner 
or later, I am convinced, economic law 
would shift the tax almost entirely to 
labor. 


In the second place, if this view re- 
garding the incidence of the payroll tax 
is correct, we have a further powerful 
argument for dividing the cost of unem- 
ployment insurance between employer 
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and employee. Instead of a 3 per cent 
tax on employer for the unemployment 
insurance fund, it would seem to me bet- 
ter to have the tax divided between labor- 
er and employer, 1% per cent for each. 
This secures the advantage of that direct 
participation of both employer and em- 
ployee and the direct interest of both in 
the working of the system which is neces- 
sary for the sound working of the sys- 
tem. In the long run, it is not less ad- 
vantageous to labor, because the whole 
of the cost will fall on labor ultimately 
in any case. 


A third corollary from this conclusion 
regarding the incidence of the payroll tax 
would be that it is definitely wrong for 
the Federal Government to use for gen- 
eral purposes 10 per cent (often more) 
of the payroll tax designed to produce 
the unemployment insurance funds. 
Whatever is collected from employers for 
this purpose should go to the unemploy- 
ment fund. The Federal Government 
should not use a tax for revenue purposes 
which retards employment in good times 
and accelerates unemployment in bad 
times. 


These criticisms of payroll taxes have 
led in some quarters to the glib sugges- 
tion that the costs of the social security 
program should be met by “tax on the 
higher incomes.” If the higher incomes 
were now free from taxation, the sugges- 
tion would have merit. But with the 
Federal Government already taking up 
to 75 per cent of incomes, not to speak 
of what the various States take in ad- 
dition, the proposal seems a trifle unreal. 


I may add that in testing need we 
should ignore the question of whether 
sons and daughters or other kinsmen are 
well enough off so that they can take care 
of their aged relatives. I think that 
experience will show that we can afford, 
on a current cost basis, to eliminate both 
dire poverty and dependency for that part 
of our population which is over sixty-five, 
and I am in favor of making the attempt 
to do it. In this connection, I may say 
that it will be very much easier for us 
to afford to take care of our aged prop- 
erly if we can curtail radically the exist- 
ing appalling wastes of government. 
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Individual Security and Aggregate Security 


I have emphasized the dangers to ag- 
gregate security from The Federal Social 
Security Act which is aimed at individual 
security: the dangers to Federal finances 
from the vast funds flowing through the 
Federal Treasury, creating constant 
temptation to Congressional extrava- 
gance, the vast increase in national debt 
contemplated by the act, the 6 per cent 
tax on payrolls. If there were time, I 
should like to discuss also the inde- 
fensible tax on corporate thrift passed 
last month in the closing days of Ccn- 
gress. It is not pleasant to contemplate 
the Federal Treasury drawing into its 
hands both the savings of business and 
the savings of labor and placing them at 
the mercy of Congressional appropria- 
tions. 

Incidentally, it may be observed that 
it is a strange proceeding to make plans 
running through fifty years creating in- 
surance obligations and rights which run 
in terms of dollars and which are cal- 
culated with respect to present wages and 
present living costs, when so much has 
recently been done to make uncertain the 
future value of the dollar, and when the 
very plan itself increases that uncer- 
tainty. It may prove to be a cruel and 
pitiful jest to compel by law the great 
body of our working people to save for 
their old age dollars which our existing 
public policies could so easily rob of most 
of their value long before the time came 
when the worker was to get them back. 
When we have a twenty-four hour policy 
with respect to our money, it is surely 
best to have a current policy with respect 
to pensions for our aged. 








Wills Recently Probated 





William Minor Lile 
Law Professor Emeritus U. of Va. 
The Peoples National Bank of Char- 


| lottesville, Virginia, was named in the 
* will of Dr. William Minor Lile, former- 


ly dean of the University of Virginia’s 
Law School, as co-executor. 

The June issue of the Virginia law re- 
view, in which many pages were devoted 
to eulogies to Dr. Lile, sums up his char- 
acter and achievements, in part: 

“It is difficult to overestimate the 

deep and far-reaching influence of such 
a teacher as he proved himself to be. 
No student who was ever privileged to 
sit under him can forget his flashing wit, 
his keen power of legal analysis, his 
ability to arouse and sustain legal cur- 
iosity, and his almost uncanny power of 
clear, incisive statement in crisp and 
picturesque language. On the roll of the 
gifted teachers who have enhanced the 
storied fame of the University of Vir- 
ginia his name will always occupy a high 
and honored place.” 


Hayden Johnson 
Dean of Law School 

Dr. Hayden Johnson, Chancellor of 
National University and dean of its Law 
School, named the National Savings & 
Trust Company as co-executor and co- 
trustee of his estate. 

Dr. Johnson had been prominent as a 
lawyer and educator in Washington for 
forty years. He was president of the 
District of Columbia Board of Educa- 
tion for three years and served for twen- 
ty years as a member of the District Bar 
Examining Commission. 


Elizabeth Robins Pennell 
Author and Writer 

The Provident Trust Company of 
Philadelphia was named in the will of 
Mrs. Elizabeth Pennell as executor and 
trustee of her estate. 

Mrs. Pennell enjoyed many years of 
writing having had many articles accept- 
ed by The Atlantic Monthly as early as 
1881. She and her husband, the late 
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Joseph Pennell, who won fame as an 
etcher, lived in London for thirty-four 
years. She was during that time a cor- 
respondent for “The Century”, “Harper’s 
Magazine” and “The Nation”, and art 
critic for “The Star” and “The London 
Daily Chronicle.” 

James McNeill Whistler requested the 
Pennells to write his biography and they 
began assembling material in the 90’s but 
did not begin to write until after Whist- 
ler’s death in 1903. The book was the 
only authorized biography of the great 
artist. In recent years she wrote two 
more books on Whistler and edited “The 
Life and Letters of Joseph Pennell.” 


John C. Williams 
President of Steel Firm 


John C. Williams, late president of the 
Weirton Steel Company, named the Fidel- 
ity Trust Company, Pittsburgh, in his 
will as trustee of his estate. 

Mr. Williams was a founder as well 
as president of the steel firm and has 
been one of the steel industry’s leaders 
for many years. 

He left a $830,000 fund for advancing 
the general welfare of Steubenville, 
Ohio, and Weirton, W. Va. The fund is 
available upon the death of Mrs. Wil- 
liams, his wife, who is to receive $18,000 
a year from the fund during her life- 
time. 


Henry A. Ogden 
Artist 


The Citizens National Bank of Engle- 
wood, N. J., was named co-executor of 
the will of the late Henry A. Ogden. 

Mr. Ogden specialized on historical, 
uniform and costume painting. He has 
made seventy-one color plates for the 
United States Government showing 
United States Army uniforms during the 
years 1888 and 1906. He also made the 
plates for the Pageant of America pub- 
lished by the Yale University Press. In 
1914 he published as co-author the Boys 
Book of Famous Regiments. 
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Trust and Estate Administration 
With Co-Fiduciaries 


(Continued from page 22) 


The executor’s fees are larger than the 
trustee’s fees. While we might possibly 
exist under a co-executorship certainly 
a co-trusteeship would never pay us un- 
less we were receiving a full commission 
for acting as co-trustee. 

In summarizing the proposition, I 
would say that a co-executorship is un- 
desirable and that a co-trusteeship is 
even more undesirable. However, if the 
grantor or testator is willing to pay us 
the full fee we quite often work out with 
some member of the family as co-execu- 
tor or co-trustee. We prefer to be sole 
executor or sole trustee as we feel that 
we are better qualified to act, and we 
nearly always find that the co-executor 
or co-trustee will be a hindrance rather 
than a help. 


WEST VIRGINIA 


1. A limited practice on the part of 
attorneys to name themselves jointly but 
no more in numbers recently than has 
always existed in this locality. 

2. There are many. Mainly lack of 
testamentary and business training, 
causing inconvenience, delay and ex- 
pense. In certain instances where the 
professional fiduciary has been outnum- 
bered by co-fiduciaries, we found it em- 
barrassing to impress our experience 
and conclusions, particularly where the 
other co-fiduciaries are inexperienced 
generally. To date this has caused us 
only trouble in one instance, however, it 
was such that it has been embarrassing 
to us. 

1. Only where minor children are in- 
volved. Their appointment should not 
be in the nature of a co-fiduciary but only 
as that of guardian. 

4. Yes. However, I am unable to ad- 
vise what can be done that would assure 
such a result. 

5. By all means. 


WISCONSIN 


The tendency of attorneys to include 
themselves or some member of the fam- 
ily as co-fiduciary is not uncommon 
among certain attorneys. It is not in- 
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frequently urged by testator’s themselves 
and by the founders of voluntary trusts. 
On rare occasions there may be a reason 
for having a co-fiduciary, but apparently 
that is seldom the reason which prompts 
attorneys to name themselves or a mem- 
ber of the family. The theory enter- 
tained by some attorneys seems to be 
that a trust company lacks the human 
qualities which individuals are likely to 
possess. In cases where I have deemed 
it expedient to dissuade testators and 
founders from this policy I have ordin- 
arily succeeded in showing them that 
however inhuman a company may be, its 
officers are not only human but are speci- 
fically selected for and trained in en- 
lightened humanity. 

Some of the disadvantages are as fol- 
lows: Delay—Absence—Inexperience— 
Lack of information—Sentimentality— 
Differences of opinion and judgment in 
which a co-fiduciary is almost invariably 
in error. 

In my experience I have seen only a 
limited number of cases in which I have 
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felt warranted in advising the appoint- 
ment of a co-fiduciary. I have seen a 
number of cases where, as it turned out, 
the sharing of responsibility on delicate 
discretionary matters was helpful to the 
trust company. That is to say; the co- 
fiduciary has been perhaps more helpful 
to the trust company than he has been 
to the trust. I should be unwilling to 
submit to any influence by reason of an 
allowance of full compensation to each 
fiduciary. If the compensation of the 
trust company is not so defined as to be 
adequate, the trust company should not 
accept the trust. Probably in most cases 
the very moderate fees permitted to 
trustees and executors are specifically al- 
lowed solely to the trust company. I 
have not infrequently advised, where co- 
trustees might be called upon for burden- 
some service, that a provision for a quan- 
tum meruit should be included in the will 
or trust agreement. 

I have no definite opinion as to the ex- 
pediency of seeking statutory relief. In 
the jurisdiction in which I serve it is 


doubtful whether such relief would be 
granted. In most cases with which I 
have had to deal, if the sole fee provision 
is omitted from the will or trust agree- 
ment, a stipulation applying a sole fee 
doctrine as between the trustees is en- 
tirely acceptable to the individual trust- 
ee. Occasionally we have had an indivi- 
dual trustee who insisted upon a division 
of the fees, and almost invariably in these 
cases we have declined to serve. We 
much prefer to have the will or trust 
agreement provide that the trust com- 
pany trustee shall have the fees of the 
sole trustee, and such stipulation defines 
also the respective duties of the trustees 
and imposes upon the trust company the 
duties of custody, accounting, collection 
and distribution. 


I doubt the expediency of an advisory 
officer. An advisory officer owes no duty 
and is accountable to no one, whereas, if 
he is a trustee his duties and his account- 
ability are defined. In the very few 
cases which have come to my attention 
proposing such an irresponsible advisor, 
I have definitely opposed it, and my views 
have seemed to command the concurrence 
of parties consulting with us in the mat- 
ter. If they insist upon the trust com- 
pany trustee having an associate, then I 
prefer to have a co-trustee rather than an 
advisory officer. 


The distinction between co-executor 
and co-trustee is probably answered 
above. A somewhat common expression 
in use in this state is as follows: 


“The custody, collection, accounting, 
and distribution of the assets of my es- 
tate and trust estate shall reside with 
my trust company executor/trustee; 
which also shall receive the usual and 
customary fees and compensation of a 
customary fees and compensation of 
a sole executor/trustee. In other re- 
spects the powers and duties of the 
corporate and _ individual executors/ 
trustees shall be joint and co-extensive. 
The individual executor/trustee may be 
allowed such special compensation as 
the court shall from time to time direct. 
So long as there shall be a trust com- 
pany executor-/trustee exercising the 
special powers aforesaid, none of the 
executors/trustees shall be required to 
give bond.” ‘ 
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“In conversation with lawyers from 
other parts of the country, and even some 
within our own midst, very frequently I 
am met with the following statement as 
a means of starting a discussion, viz.: 
‘Now that Pennsylvania has abolished 
the Rule in Shelley’s Case etc. etc.’ Of 
course, this statement refers to the Penn- 
sylvania Act of Assembly approved July 
15, 1935, P. L. 1935, page 1013. 

“In reading the Act, I cannot bring my 
mind to the conclusion that the Rule is 
abolished. By its title, the Act claims 
only to limit the operation of the Rule, 
so that it shall not be effective in certain 
cases. Before attempting to ascertain 
by analysis what cases the Legislature 
had in mind, there are a few elemental 
facts that I believe should be clear in all 
our minds. 


“To begin with, how many of us know 
the actual wording of the original Rule. 
To a great extent, we are all familiar 
with its effect, but I find there are very 
few who can recite in Words the Rule as 
originally announced. Without any in- 
tention of being meticulously academic, I 
am going to read the wording of the Rule 
as it appears in Volume 1 of Lord Cokes 
Report, 104a: ‘“‘When the ancestor by any 
gift or conveyance takes an estate of 
freehold, and in the same gift or convey- 
ance an estate is limited mediately or im- 
mediately to his heirs in fee or in tail, 
that always in such cases ‘the heirs’ are 
words in limitation of the estate and not 
words of purchase.” 

“The Rule was not enunciated by the 
Court; it appeared in the Brief of Argu- 
ment of counsel for the defendant, and in 
presenting it he did not set it forth as a 
new principle of law; the statement in 
his brief was: “It is a rule of law that 
when’, and then used the words quoted 
above. 


“As a basis for his argument, he cited 
seven or eight authorities, two of which 
were taken, one from Sir Thomas Little- 
ton’s Treatise on Land Tenures, and the 
other from Littleton’s Reports; and Sir 
Thomas Littleton was a judge back in the 
time of Edward IV. Therefore, this rule 
had evidently been recognized and was in 
force in some form as a rule of property 
long before it was promulgated in Shel- 
ley’s Case. 


“Shelley’s Case presented almost as 
many important legal points as have ever 
been brought before the Courts in one 
suit, and it reads like a Gilbert and Sul- 
livan opera. 

“Among other properties, a certain 
manor in Sussex was granted by King 
Henry VIII to Mr. Edward Shelley, and 
to the heirs of his body lawfully begotten 
of his wife, Johan, in fee tail general. 


“Some few years later, during the 
reign of Queen Mary, Mr. Shelley decided 
to suffer a recovery and change the en- 
tail. Proceedings were instituted for a 
recovery to the use of Shelley himself for 
life, and after his death to two strangers 
for the term of twenty-four years, and 
then to the use of the male heirs of his 
body, and the heirs male of their bodies. 


“Shelley had two sons, Henry and 
Richard. Shortly before the Recovery 
proceedings were consummated, Henry, 
the elder son, died leaving a widow and 
one female child. Mr. Shelley died at 
five o’clock one October morning, which 
was the day upon which the recovery 
judgment was finally executed. In the 
following December, the widow of his 
eldest son, Henry, presented the family 
with a male heir. 


“In addition to many subordinate 
questions, there were four principal 
questions raised by the arguments: 








76 TRUST COMPANIES 


1. If the tenant in tail suffers a recov- 
ery and dies before execution, can 
the execution be continued against 
the issue in tail? 

2. If a tenant in tail makes a lease, 
and suffers a recovery, then upon the 
death of the tenant in tail, can the 
issue in tail take, discharged of the 
leake? 

3. If by reason of the death of the 
tenant in tail before execution of the 
recovery, and before the birth of the 
male son of the elder son, is the 
second son entitled to take the entail 
as purchaser to the eclusion of the 
post humous child of the elder son? 

4. If so, would the second son take the 
entail as a purchaser to the exclu- 
sion of the daughter of the eldest son, 
who was the heir general and right 
heir at the time of the execution 
of the recovery. 


“Richard, the younger son, took posses- 
sion and leased the property to one North 
as tenant. Henry, the male child of the 
elder son, ejected North and took posses- 
sion. ‘“Shelley’s Case” was the suit in 
trespass brought by North against Henry 
Shelley. 

“The argument which was substantial- 
ly admitted by both sides was that if 
Richard, the younger son, took the en- 
tail as a purchaser, it would exclude 
Henry, but that if Henry took, it would 
be by way of limitation and would ex- 
clude Richard. 

“The Court held in favor of the latter 
alternative on the ground that the words 
of limitation were words limiting and 
defining the estate tail to the elder son 
and his male issue, and were not words 
of purchase. 


“It took three and one-half days for 
the argument, and toward the end Good 
Queen Bess, hearing of the significance 
of the litigation, sent for the Lord 
Chancellor and directed him to assemble 
all the Justices of England, and upon 
conference among themselves, to give 
judgment. Accordingly, he summoned 
all the judges of the Court of Queen’s 
Bench, where the case was being tried, 
all of the Masters of the Rolls in Chan- 
cery, all of the judges of the Court of 
Common Pleas, and all of the Barons of 
the Court of Exchequer. 


“They met, considered and discussed 
the case for four or five days, and ad- 
journed to meet again after careful study 
of all the arguments. At a later term of 
Court, they met again and rendered 
judgment in favor of the defendant. 

“Like the present time, there was one 
on that august jury of justices who at 
meal time was entitled to his bale of hay. 
One of the judges of the Court of Com- 
mon Pleas dissented at every step of the 
proceedings, while the rest were unani- 
mous in their opinion and judgment. 

“When our English ancestors settled 
this country and set up a system of juris- 
prudence, they naturally brought with 
them the laws and practices to which 
they were accustomed, and in the admin- 
istration of justice adopted such of the 
laws, rules and customs as they felt were 
applicable to their changed condition and 
locality, and discarded the others. Many 
were enacted into statute law by the local 
assembly, and others by judicial precept 
and opinion became interwoven and im- 
bedded in the common law of the Colony 
and State. Of such was the Rule in Shel- 
ley’s Case which in many of the early 
decisions was recognized as being in full 
force and effect. 


“Although the doctrine of the Rule pre- 
viously had. been applied by the Courts, 
the first case which I can find which men- 
tions the Rule by title is in 1798, Baugh- 
man vs. Baughman, 2 Yeates 410, in 
which both Justices Shippen and Yeates 
base their opinions on the theory that 
the Rule is in force. To quote from the 
former, he says: “The Rule in Shelley’s 
Case fully applies hereto.” Not only has 
it always been recognized as being in 
force in Pennsylvania, but later decis- 
ions have greatly extended its scope. The 
orig?nal rule enunciated but one fact, 
namely, that in certain gifts or convey- 
ances the word “heirs” shall be a word 
of limitation and not a word of purchase. 
The operation of the rule has been ex- 
tended to apply to certain cases where 
the word “heirs” is not used at all, but 
where words are used describing a class 
of persons, who, under the laws, would 
be the heirs, and to cases where the word 
“issue” is used in such a way as to create 
an estate tail; and to cases where the 
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gift is to a person by name with or with- 
out a limitation for life, but with a pro- 
viso that in the event of his death “with- 
out heirs” or “without issue”; on the 
theory that such words imply a gift to 
his “heirs” or his “issue” as the case 
may be. Then it was further extended 
to include cases as above mentioned, even 
though the gift to the first taker was ex- 
pressly stated to be for the term of his 
lifetime, and even to cases where the es- 
tate of the first taker is subject to a 
trust, provided the trust is passive and 
not active. 

“Now let us look at the Act of 1935 
and see if we can ascertain whether it is 
intended to be effective only in connec- 
tion with the Rule as originally an- 
nounced, or as well to some or all of the 
cases which come within its scope as ex- 
tended, or whether it was intended to 
abolish the Rule altogether. 


“You will notice first, that the title 
states that the purpose of the Act is to 
restrict, (not abolish,) the operation of 
the rule, so that it will not be effective in 
certain cases. Of course, if the cases 
mentioned in the Act include all of the 
cases which come within the Rule, the 
effect would be its abolishment, but the 
very fact that the title reads “restrict” 
and not “abolish” is evidence that the 
Legislature had in mind there would be 
cases in connection with which the Act 
would have no effect. The body of the 
Act contains two sections. Section 1 
reads “That grants and devises in trust, 
or otherwise, becoming effective hereaf- 
ter, which shall express an intent to 
create an estate for life with remainder 
to the heirs of the life tenant, shall not 
operate to give such life tenant an estate 
in fee.” Section 2 repeals all inconsistent 
Acts. 


The difficulty of interpretation arises 
more from what is left unsaid, than from 
what is expressed. 


(a) “The Rule in Shelley’s Case” al- 
though mentioned in the titie, ap- 
pears nowhere in the body of the 
Act. 

(b) “Heirs of the life tenant” are the 
words used, but it is not stated 
whether this includes such words 
as “issue”, “lineal descendants” or 
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persons described as a class which 
under the law would be the heirs. 

(c) The grants and devises are de- 
scribed as those “which shall ex- 
press an intent to create an estate 
for life.” Do the words “express 
an intent” mean that the estate 
of the first taker is by express 
words limited to a life estate, or 
that the expressions used by the 
testator or settlor, are such that 
his intention is shown to mean that 
the estate is so limited. 


“In order to arrive at some point in 
an effort to ascertain what the Act in- 
tends to accomplish, we can divide the 
cases into two general classifications: 


1. Those where the gift to the first 
taker is not expressly limited to his 
lifetime, but which is followed by 
words, which in the absence of the 
Rule would have the effect of so lim- 
iting his estate. 

2. Those where the gift to the first 
taker is expressly limited to his life- 
time, but where the wording of the 
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gift in remainder brings the case 
within the operation of the Rule. 


“It is my belief that the Act was in- 
tended to apply only to the latter of these 
two classes of cases. 

“It has been uniformly held that the 
Rule in Shelley’s Case is a Rule of Law, 
and not merely a rule of interpretation, 
and that if the wording of the gift or 
conveyance brings the matter within the 
Rule, it is effective regardless of the in- 
tention of the testator or settlor.*** 


“In Lauer vs. Hoffman, the testator de- 
vised his real estate to his wife for life, 
and immediately after her death, to his 
daughter for life, and after her death, 
the said real estate to descend to and vest 
in the children of his said daughter, 
should she have any, in fee simple, and 
in default of such children, to such per- 
sons as she may by will direct, and then 
he went on to say “but in no event what- 
ever shall the fee simple to said real es- 
tate vest in my wife or my daughter dur- 
ing their lifetime, or the lifetime of eith- 
er of them.” The Court held that the 
daughter took a fee, on the following 
theory as expressed in Doebler’s Appeal 
64 Pa. 9, that “The Rule in Shelley’s Case 
is never a means of discovering the in- 
tention. It is applicable only after that 
has been discovered. It is then an un- 
bending Rule of Law.” The majority 
opinion, although conceding that the 
testator intended to give his daughter 
but a life estate in the property, never- 
theless, used words in disposing of the 
remainder which made her the source of 


inheritable succession, and therefore, un- 
der the unbending Rule in Shelley’s Case, 
as applied in this State, she took a fee. 
The opinion then went on to say: ‘The 
touchstone, as unvarying as the needle 
to the pole, for the application of the 
Rule in Shelley’s Case, is a clearly ex- 
pressed intention by a grantor or devisor 
that the remaindermen are not to take 
from him, but for his grantee or devisee 
of a life estate to which he has attached 
an inheritable succession in his grantee 
or devisee.’ By giving to the Rule such 
rigidity of application so as to cause an 
effect directly contrary to the expressed 
intention of a testator, we can realize 
why the members of the Legislature and 
the Legal Fraternity felt that action was 
required on their part, but when they 
said ‘shall express an intent to create an 
estate for life’, I believe that they in- 
tended the Act to apply only to those 
cases where the testator or settlor in ex- 
press words limited the estate of the first 
taker to his or her lifetime, and not to 
cases where the expressions only implied 
a limitation for life. 


If it was intended to apply to cases 
where the limitation for life is only im- 
plied, it would be a matter of difficulty 
and concern to decide where the line of 
demarcation exists. Remember that the 
Act states that it applies to deeds as well 
as wills, so that every person since July 
15, 1935, who has taken a deed for prop- 
erty to himself and his heirs, might have 
considerable food for thought. There is 
a maxim that no man can have an heir 
during his lifetime; therefore, in the ab- 
sence of the Rule a grant to a man and 
his heirs, implies a life estate to him with 
remainder to his heirs, and as the Act of 
1935 says that the word ‘heirs’ shall not 
be construed to create a fee simple, he 
may find himself in a precarious situa- 
tion. As the Act of 1935 applies only to 
deeds and wills which become effective 
after its passage, it will probably be some 
little time before we have any judicial 
interpretation of its meaning and effect. 
In the meantime, when passing upon 
titles where the Rule in Shelley’s Case 
may be a factor, I recommend the great- 
est caution and vigilance. 
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The Proposed Uniform Trustees’ Ac- 
counting Act 


Cornell Law Quarterly, June, 1936. Pages 529- 
551. By George S. Bogert, James Parker Hall, 
Professor of Law, University of Chicago. 


“The English court of chancery long ago 
established a rule that the trust beneficiary 
is entitled to inspect trust documents and 
property, to have full information regarding 
trust business, and to procure the examina- 
tion of a written account of the trust af- 
fairs by a chancellor. The theory was that 
these advantages would come to the cestui 
que trust either because his trustee volun- 
tarily gave him the information and court 
accounting, or because the beneficiary pro- 
cured them for himself by application to the 
trustee or by bringing a suit in chancery. 
Neither the court nor any other represen- 
tative of the state was charged with the 
duty of taking the initiative to procure for 
the beneficiary the information or the ac- 
count. The individual beneficiary was sup- 
posed to be able to protect himself. The 
law did not set periodic times for account- 
ings, nor did it prescribe the contents of 
accounts. 

“Some American states still maintain 
this system. Apparently, in twelve states, 
neither statutes nor court rules require per- 
iodic accountings by trustees, fix the form 
or contents of accounts, or expressly con- 
fer jurisdiction on any court to demand or 
receive accounts. The beneficiary gets the 
information which he is’ energetic and 
shrewd enough to exact from the trustee or 
which the trustee thinks expedient or neces- 
sary to give him. 

“The writer has made some investigation 
of the contents of accounts voluntarily de- 
livered to beneficiaries by professional 
trustees in this group of states. These re- 
ports seem generally to be presented an- 
nually, sometimes quarterly, and rarely at 
monthly intervals. They commonly consist 
of two statements, an income statement and 
an investment list. The income statement 
shows cash receipts and disbursements, both 
principal and income, with balances. The 
investment list gives a brief description of 
the bonds, stocks, mortgages, and other in- 
vestments held at the date when the re- 
port is made.*** 
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“It seems evident that these statements 
are not adequate to enable the beneficiary 
to discover dishonesty or incompetent ad- 
ministration. They do not show the names 
of the sellers of investments to the trust or 
of the buyers of investments from the trust. 
They do not disclose whether the trustee has 
been dealing with affiliates or subsidiaries 
or with other institutions with whom the 
trustee has a gentlemen’s agreement re- 
garding the purchase or sale of investments. 
They do not disclose information concerning 
the cost, book, or market values of the se- 
curities held at any time during the account- 
ing period. It is well known that during 
the course of recent years, many beneficiar- 
ies have discovered too late that their 
trustees have been guilty of self-dealing, or 
of breaches of trust with regard to the hold- 
ing or sale of trust investments. More de- 
tailed information on these points in the 
typical trust report would doubtless have 
warned many beneficiaries and enabled them 
to protect themselves before they were 
barred by acquiescence, court approval, or 
the lapse of time. It is believed that these 
voluntary statements, while perhaps fairly 
adequate to reveal the status of the elemen- 
tary parts of administration in the hands 
of an honest, competent trustee, do not give 
sufficient information to warn a cestui que 
trust of disloyalty, bad judgment, or dishon- 
esty. 

“In a second group of nine American 
states, the statutes merely provide that a 
voluntary or compulsory account of a trust- 
ee may be had in a named court (either the 
probate court or a court of general equity 
jurisdiction), without making it mandatory 
on the trustee to account at any particular 
time or to present any particular facts in 
the account. These statutes simply confer 
accounting jurisdiction on certain courts and 
do not differentiate this group of states ma- 
terially from the first group described above, 
where it is assumed that the court of gen- 
eral equity jurisdiction will take the ac- 
count. 

“A third list consists of twenty-three 
states which have acts obligating trustees 
to account periodically, in seventeen states 
annually, in two states biennially, in one 
state triennially, and in three others at the 
end of the trust or other fixed time. These 
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statutes do not settle in great detail the 
contents of the accounts but leave that mat- 
ter to the discretion of the trustee or the 
court. These states do not think it essen- 
tial to set forth certain fundamentals of 
accounts which are necessary to the bene- 
ficiary’s protection. 


“A fourth class of jurisdictions, consist- 
ing of some of the older, more populous, 
and wealthier states, not only require by 
statute that trustees account annually, bien- 
nially, or triennially, but also, either by 
statute or court rules, set forth in consid- 
erable detail the schedules and items which 
such accounts must contain and the proce- 
dure in court with reference to examination 
and approval and disapproval. 


“The third and fourth classes of states 
have, therefore, departed from the common 
law laissez faire system and given the aid 
of the state to the trust beneficiary, at least 
to the extent of telling him and the court 
which information he and it should have at 
frequent intervals. These states have not 
generally, however, required court or other 
officials to keep records for the purpose of 
seeing that trustees present accounts in due 
time or of jogging the memories of recal- 
citrant fiduciaries. The sanction behind 
these statutes, the stimulus to prompt and 
full compliance, is the power of the court 
to remove a trustee for misconduct or to 
reduce or withdraw his compensation. 


“Nearly all of these American statutes 
regarding trust accountings apply only to 
testamentary trusts. There are, however, 
a few jurisdictions in which living trusts 
are included expressly within the accounting 
statutes, or in which it seems that some 
living trusts may be so governed, Whether 
this usual omission of inter vivos trusts is 
because they are much less numerous than 
trusts created by will, or because their 
creators are expected to provide in the trust 
instruments for adequate reports, or because 
of a desire to protect such trusts from pub- 
licity, or for other reasons, is not known to 
the writer. 


“The American situation is, thus, that in 
about two-fifths of the jurisdictions testa- 
mentary and living trust accounts are de- 
livered to the beneficiary or presented to a 
court only when the trustee voluntarily ac- 
counts or is forced by the beneficiary to do 
so; whereas in the remaining three-fifths of 
the states periodic accounts are required by 
statute or rule to be delivered and filed by 
testamentary trustees, but not generally by 
non-testamentary trustees. 
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Bank Examinations 


An indirect check on the. accuracy and 
honesty of professional trustees and their 
accounts, and on the soundness of their 
policies, is provided by states and the nation 
through the examination of the affairs of 
banks and trust companies. There are at 
least four sets of examining agencies, name- 
ly: (1) the office of the Comptroller of the 
Currency, examining all national banks; (2) 
the several federal reserve banks, examining 
state banks which are members of the fed- 
eral reserve system; (3) the Federal Deposit 
Insurance Corporation, examining state 
banks which are not members of the federal 
reserve system; and (4) state banking de- 
partment authorities, examining state banks 
and trust companies and, in some states, by 
courtesy being permitted to examine the 
trust departments of national banks. 


“The purpose of such examinations is in 
the main to discover dangers to the solvency 
of banking institutions, but the trust de- 
partments are also inspected with a view to 
discovering investment and accounting poli- 
cies, the adequacy of the trust records kept, 
whether any self-dealing or dishonesty has 
crept into the fiduciary work, and whether 
the trust securities are actually on hand. 
These investigations of trust accounts are 
by sampling methods in the larger institu- 
tions, but are more complete in the case of 
smaller banks. 


“The federal examiner’s report with re- 
spect to trust departments shows that he 
inquires into the number of fiduciary pow- 
ers granted and being exercised by the par- 
ticular bank; whether the trust department 
transacts any business which should be 
properly transacted in other departments; 
whether the state law requires a security 
deposit with state authorities, and if so 
whether this deposit has been made; 
whether the institution has a separate trust 
department with separate officials; whether 
it keeps a separate set of books and records 
of fiduciary activities which are adequate; 
whether the trust securities are kept sep- 
arate and are earmarked; what are the prin- 
cipal officers and committees of the trust 
departments and their functions; whether 
the minutes record acceptance of all trusts; 
whether the written reports of all finished 
trusts are recorded; whether the opinion of 
competent counsel is obtained and filed in 
all important trust matters. 

“The federal report then gives a com- 
bined balance sheet as to assets and liabili- 
ties of all trusts being managed by the par- 
ticular institution. It then takes up indivi- 

















NAYS PRE REE te SF 







io ig a Sila a 









i Tae ee BSA 





















































DARA wa 










eae oe oat te 








. SE ee ee ogists gt ET ee ene eS 
AE Aira OANA 1S tea aa ea ‘ 


SR Se a SAE 


a 


TRUST COMPANIES 81 


dual trusts, as distinguished from corporate 
trusts used as security in connection with 
loans.*** 


“Obviously, the banking department mak- 
ing the investigation communicates its find- 
ings and recommendations to the officers of 
the institution and not to the beneficiaries 
of any trust. A check is subsequently made 
to see that the recommendations have been 
followed. Any violation of a criminal stat- 
ute is reported to the appropriate prosecut- 
ing authority. It is only in case of the in- 
solvency of the bank that the banking 
authority is permitted to take charge of the 
bank and carry out policies which it believes 
to be sound. Thus, the trust beneficiary 


does not acquire information through the 
bank examining authorities, but fiduciaries 
are doubtless stimulated by such authorities 
to segregate true assets and to follow sound 
policies of fiduciary administration. 


“It is evident that the bank examiners ob- 
tain very much more information about trust 
administration by the bank as a whole than 
the individual beneficiary receives with re- 
gard to this particular trust through the 
usual annual statement and list of invest- 
ments. Does not the fact that the banking 
authorities regard this detailed and exten- 
sive information as requisite to enable them 
to perform their duties tend to prove that 
much of the same information would be use- 
ful to the trust beneficiaries? It may not 
be desirable to have the bank examining 
authorities furnish information to the trust 
beneficiaries, but would it not be reasonable 
for the states to require trustees to give at 
least the major part of this material to the 
cestuis que trust from time to ime? The 
Uniform Trustees’ Accounting Act is framed 
on the theory that there is some ground for 
answering these questions in the affirma- 
tive.*** 


Text of the Proposed Final Draft of the 
Uniform Trustees’ Accounting Act (1936) 


The following sections show the form of 
this proposed bill after the consideration of 
it by the Conference Committee at Wash- 
ington, in May, 1936. While some changes 
will doubtless be made during the summer 
and at the Boston meeting, the act, if adopt- 
ed, will probably be substantially as fol- 
lows: 


Section 1. (Definition of Terms.) As used in this 
Act: 

A “testamentary trustee’’ means a trustee serv- 
ing under a trust created by a will of a testator 
domiciled in this state at the time of his death 
whose will has been admitted to probate in this 
state, whether the trustee was appointed by the 
testator or by a court of other authority. 


A “non-testamentary trustee’ means a trustee 
serving under a trust created in this state other- 
wise than by a will, whether the trustee was ap- 
pointed by the settlor or by a court or other 
authority. 

The word “‘trustee’’ includes trustees, a corpor- 
ate as well as a natural person, a successor or 
substitute trustee, and the successor in interest of 
a deceased sole trustee. 


“Beneficiary’”’ includes a beneficiary under the 
trust, a person who is entitled to the trust capital 
at the termination of the trust and surety on the 
bond of the trustee. 

“Settlor” includes the creator of a test- 
amentary as well as a non-testamentary 
trust. 


This Act shall not apply to resulting 
trusts, constructive trusts, business trusts 
where certificates of beneficial interest are 
issued to the beneficiaries, investment 
trusts, voting trusts, insurance trusts prior 
to the death of the insured, trusts in the 
nature of mortgages or pledges, trusts 
created by judgment or decree of a federal 
court or a state court other than the (pro- 
bate court); liquidation trusts; or trusts 
for the sole purpose of paying dividends, 
interest or interest coupons, salaries, wages 
or pensions, 


Section 2. (Testamentary Trust Inven- 
tory.) Within thirty days after it is the 
duty of the first qualifying testamentary 
trustee to take possession .of the trust 
property, he shall file with the (probate 
court where the will was admitted to pro- 
bate) an inventory under oath, showing by 
items all the trust property which shall 
have come to his possession or knowledge. 


Section 3. (Intermediate Accountings.) 
Within thirty days after the expiration of 
the first year after the first qualifying 
testamentary trustee was under a duty to 
file his inventory as prescribed in Section 
2, the testamentary trustee then in office 
shall file with the (probate court of the 
county where the will was admitted to pro- 
bate) an intermediate account under oath 
covering such year and showing: 


(a) the period which the account covers; 


(b) the names and addresses of the liv- 
ing beneficiaries; which, if any, are legally 
incompetent; a description of any possible 
unborn or unascertained beneficiaries; the 
name of the surety or sureties on the 
trustee’s bond with the amount of such 
bond; 


(c) in a separate schedule the trust prin- 
cipal on hand at the beginning of the ac- 
counting period and the then status of its 
investment; the investments received from 
the settlor and still held; additions to trust 
principal during the accounting period with 
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the dates and sources of acquisition; invest- 
ments collected, sold or charged off during 
the accounting period, with the consequent 
loss or gain and its disposition; investments 
made during the accounting period, with the 
date, source and cost of each; deductions 
from principal during the accounting per- 
iod, with the date and purpose of each; 
and trust principal on hand at the end of 
the accounting period, how invested, and 
the estimated market value of each invest- 
ment; 


(d) in a separate schedule the trust in- 
come on hand at the beginning of the ac- 
counting. period, and in what form held; 
trust income received during the accounting 
period, when, and from what source; trust 
income paid out during the accounting per- 
iod, when, to whom, and for what purpose; 
trust income on hand at the end of the 
accounting period, and how invested; 

(e) whether any seller of, or buyer from, 
the trustee, of trust property during the 
accounting period was at the time of such 
sale or purchase an affiliate, subsidiary, 
officer, employee or nominee of the trustee, 
or had a contract or understanding with 
the trustee regarding the sale or purchase 
of trust investments; 


(f) a statement of unpaid claims with 


the reason for failure to pay them, in- 
cluding a statement as to whether any es- 
tate or inheritance taxes have become due 
with regard to the trust property, and if 
due, whether paid; 


(g) a brief summary of the account; 


(h) such other facts as the court may 
by rule or court order require. 


Within thirty days after the end of each 
yearly period thereafter during the life of 
the trust the testamentary trustee then in 
office shall file with the same court an 
intermediate account under oath showing 
corresponding facts regarding the current 
accounting period. 

Section 4. (Final Accounting.) Within 
( ) days after the termination of every 
testamentary trust the trustee shall file 
with the (probate court of the county where 
the will was admitted to probate) a final 
account under oath, showing for the per- 
iod since the filing of the last account the 
facts required by Section 3 regarding inter- 
mediate accountings and the distribution of 
the available trust property which the ac- 
countant proposes to make. 


Section 5. (Distribution Accounting.) 
Within ( ) days after the distribution 
of the trust property by the testamentary 


trustee he shall file in the office where the 
final account was filed a distribution ac- 
count which shall contain a statement of 
the distribution of the trust property which 
he has made and the receipts of the dis- 
tributees. 


Section 6. (Procedure on Intermediate 
Accountings.) Every trustee who files an 
intermediate account in court shall within 
ten days after such filing deliver to each 
beneficiary a notice of such filing, and if 
there is to be no court hearing on the ac- 
count a summary of the account with an 
offer to deliver the full account on demand 
or if there is to be a court hearing on the 
account a copy of the account. Such de- 
livery may be (1) handing the notice or 
copy to the beneficiary personally, or to 
his guardian, or to his attorney of record; 
or (2) by mailing it in a sealed, postpaid 
envelope addressed to the beneficiary, or 
his guardian or attorney of record, at the 
last known address of the addressee. Any 
beneficiary may petition the court for a 
hearing on any intermediate account, and 
the holding of such a hearing shall be in 
the discretion of the court. In the case 
of the third intermediate accounting and 
every three years thereafter the trustee 
shall apply to the court for a hearing and 
approval of the account and shall give each 
beneficiary written notice of such appli- 
cation ( ) days before the return day 
thereof, in the manner prescribed for the 
delivery of the copy of the account. The 
return day of the application for a hearing 
on an intermediate accounting shall be at 
least ( ) days after the account was 
filed. The notice by the trustee of the 
application for a hearing on and approval 
of the account shall inform the beneficiaries 
of the amount of commissions or other com- 
pensation to be requgested by the trustee on 
such hearing, and the amount of counsel 
fees which counsel for the trustee will then 
request the court to allow. 


Section 7. (Service of Papers in Final 
Accounting.) At least ( ) days before 
the return day of a final accounting the 
testamentary trustee shall deliver to each 
beneficiary a copy of the account and a 
notice of the time and place at which the 
account will be presented for approval, 
which date shall not be earlier than ( ) 
days after the account was filed. Such de- 
livery may be accomplished in the same 
manner as with regard to the service of 
papers on the intermediate accounting. The 
notice shall inform the beneficiaries of the 
amount of commissions or other compensa- 
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tion to be requested by the trustee on the 
application for approval of the account, 
and the amount of counsel fees which coun- 
sel for the trustee will then request the 
court to allow. 


Section 8. (Vouchers.) When an inter- 
mediate or final account is presented for 
consideration in court the trustee shall pro- 
duce in court vouchers for all expenditures 
of $20 or more, made by the trustee during 
the accounting period. (The vouchers shall 
be returned to the trustee after the account 
is approved.) 


Section 9. (Representation.) Any bene- 
ficiary who is an infant, of unsound mind 
or otherwise legally incompetent, and also 
possible unborn or unascertained beneficiar- 
ies may be represented by the court, or by 
competent living members of the class to 
which they do or would belong, or by a 
guardian ad litem, as the court deems best. 
If the residence of any beneficiary is un- 
known, or there is doubt as to the existence 
of one or more prersons as beneficiaries, the 
court shall make such provision for service 
of notice and representation on the account- 
ing as it believes proper. 


Section 10. (Court Approval or Disprov- 
al.) On the return day of any appliation 


for a hearing on and approval of an inter- 
mediate or final account the trustee shall 
file an affidavit proving the timely delivery 
to the beneficiaries of the documents re- 
quired by the Act or by court order. The 
proceedings as to filing of objections, exam- 
ination of the trustee and other witnesses, 
inspection of the trust property; adjourn- 
ments, reference to a master or other re- 
presentative of the court, amendment of 
the account, and similar matters, shall be 
in the discretion of the court. The court 
shall, as soon as practicable, act upon the 
account, and discharge the trustee if the 
account is an approved distribution ac- 
count. 


Section 11. (Effect of Court Approval.) 
The approval by the court of a testament- 
ary trustee’s account after due notice and 
service of papers shall relieve the trustee 
and his sureties from liabilities to all bene- 
ficiaries then known or in being, or who 
thereafter become known or in being, for 
all the trustee’s acts and omissions which 
are fully and accurately described in the 
account, including the then investment of 
the trust funds, subject to the right of ap- 
peal. The account may be reopened by the 
court on motion of the trustee or a bene- 
ficiary, for amendment or revision, if it 


later appears that the account is incorrect, 
either because of fraud or mistake. Court 
approvals or disapprovals of intermediate 
or final accounts shall be deemed final judg- 
ments in so far as the right of appeal is 
concerned. (No account shall be reopened 
because of mistake more than one year after 
its approval. No beneficiary may move for 
the reopening of an account because of 
fraud more than ( ) days after he dis- 
covers the existence of the fraud.) 


Section 12. (Inventory by Non-Testa- 
mentary Trustee.) Subject to the pro- 
visions of Section 14, within thirty days 
after it is the duty of the first qualifying 
trustee of a non-testamentary trust to take 
possession of the trust property, he shall 
file in the office of the (clerk of the ) 
court in the county where the trust was 
created, a notice of his apponitment as 
trustee, a copy of the instrument creating 
the trust if the trust was created by a 
writing, a list of the names, addresses, and 
dates of birth of the living beneficiaries, a 
description of any possible unborn or un- 
ascertained beneficiaries, and an inventory 
under oath of the trust property which shall 
have come to his possession or knowledge. 


Section 13. (Accountings by Non-Test- 
amentary Trustees.) Every non-testament- 
ary trustee shal file intermediate, final and 
distribution accounts with the (clerk of 
the ) court in the county where the 
trust was created, at the same intervals, 
under the same conditions, and with the 
same effect as herein provided with respect 
to the accounting of a testamentary trustee 
in the (probate) court. 


Section 14. (Duties of Court and Clerk.) 
The clerks of the (probate and equity courts) 
shall severally keep records of all trust in- 
ventories and accounts filed with their re- 
spective courts and shall notify the respec- 
tive judges of their courts of all failures 
by trustees to file accounts in accordance 
with this Act. Such courts shall, upon 
learning that a trustee subject to their 
respective jurisdictions has failed to per- 
form any duty placed upon him by this 
Act, issue a citation or order to the trustee 
requiring him to perform such duty. 


Section 15. (Power of Settlor or Suc- 
cessors.) The settlor of any trust affected 
by this Act may, by express written pro- 
vision in the instrument creating the trust, 
relieve the trustee from any of the duties 
which would otherwise be placed upon him 
by this Act, or add duties to those imposed 
by this Act on trustees with regard to in- 
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ventories and accountings. But no ex- 
pression of intent by any settlor shall af- 
fect the jurisdiction of the courts of this 
State over inventories and accounts of 


trustees, in so far as such jurisdiction does 
not depend upon the provisions of this Act. 


Section 16. (Power of Beneficiary.) Any 
beneficiary, if of full age and sound mind, 
may, if acting upon full information, by 
written instrument delivered to the trustee, 
excuse the trustee from performing any of 
the duties imposed on him by this Act or 
exempt the trustee from liability to such 
beneficiary for failure to perform any of 
the duties imposed upon such trustee by the 
terms of this Act. 


Section 17. (Accountability at Other 
Times.) Nothing herein contained shall be 
construed to abridge the power of any court 
of competent jurisdiction to require testa- 
mentary or non-testmentary trustees to file 
an inventory, to account, to exhibit the 
trust property, or to give beneficiaries in- 
formation or the priviledge of inspection of 
trust records and papers, at times other 
than those herein prescribed; and nothing 
herein contained shall be construed to 
abridge, the power of such court to excuse 
a trustee from performing any or all of 
the duties imposed on him by this Act. Noth- 
ing herein contained shall prevent the 
trustee from accounting voluntarily when 
it is reasonably necessary, even though he 
is not required to do so by this Act or by 
court order. 


Section 18. (EHnforcement.) Any bene- 
ficiary may apply to a court of competent 
jurisdiction for an order requiring the 
trustee to perform the duties imposed upon 
him by this Act. 


Section 19. (Forms of Accounts.) The 
courts given jurisdiction over accountings 
by the Act may prescribe forms in which 
those accounts may be presented. 


Section 20. (Oaths.) Whenever an oath 
or affirmation is required of a trustee un- 
der this Act it may be made in the case 
of a corporate trustee by an officer of such 
corporate trustee, and in the case of co- 
trustees acting jointly by any one of the 
co-trustees. 


Section 21. (Charitable Trusts.) This 
Act shall apply to charitable trusts.- (Notices 
and accounts required to be delivered to 
beneficiaries of such trusts shall be deliv- 
ered to the (Attorney General of the State 
and the State Department of Charities). 


Section 22. (Penalties for Violation of 
Act.) When a trustee fails to perform any 
of the duties imposed upon him by this 
Act, he may be removed, or his compensa- 
tion may be reduced or forfeited, or both, 
in the discretion of the court. 

Section 23. (Uniformity of Interpreta- 
tion.) This Act shall be so interpreted and 
construed as to effectuate its general pur- 
pose to make uniform the law of those 
states which enact it. 

Section 24. (Short Title.) This Act 
shall be cited as the Uniform Trustees’ Ac- 
counting Act. 

Section 25. (Severability.) If any pro- 
vision of this Act or the application thereof 
to any person or circumstances is held in- 
valid, such invalidity shall not affect other 
provisions or applications of the Act which 
can be given effect without the invalid pro- 
vision or application, and to this end the 
provisions of this Act are declared to be 
severable. 

Section 26. (Repeal.) All acts or parts 
of acts which are inconsistent with the pro- 
visions of this Act are hereby repealed. 


Section 27. (Time of Taking Effect.) 
This Act shall take effect ( ) and 
shall apply only to testamentary trusts 
created by wills executed after the effective 
date of the Act and to non-testamentary 
trusts created after the effective date of 
the Act. 


Criticisms of the Act 


“The adverse criticisms of the Uniform 
Trustees’ Accounting Act, in so far as they 
have not been met by changes in the draft, 
are chiefly three, namely: (1) that there is 
no need for such a statute; (2) that the por- 
tion of it relating to living trusts is unde- 
sirable because of the publicity which it 
throws upon a highly secret and private 
transaction; and (3) that, assuming that 
the act brings some advantages to the bene- 
ficiaries, they cost more than they are 
worth, that is, the expense of furnishing 
the reports required would be extremely 
burdensome to cestuis que trust. 

“First, taking up the question of need 
for the statute, it seems to the writer that 
much can be said for having a well pre- 
pared draft of a model act for the purposes 
of giving beneficiaries full information re- 
garding the work being done for them and 
granting trustees periodic releases while 
the trust affairs are fresh in the minds of 
all.*** 

“Nearly half of our states apparently 
have no statutes on the trust accounting 
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topic. They render no aid to the benefi- 
ciary by obligating the trustee to account 
at regular and frequent intervals. They do 
not require accounts to be itemized in such 
a way as to bring out clearly the signifi- 
cance of the various transactions. They let 
the cestui get what he is strong and prud- 
ent enough to get, or what fortunately 
comes to him by grace of his trustee’s con- 
duct. Conceivably some of these states may 
wish to change from the laissez faire class 
to an attitude of greater concern for the 
welfare of beneficiaries. If so, it will be an 
assistance to their legislatures to have at 
hand a well-considered model draft which 
they can adopt in whole or in part. 


“Secondly, a use for this act may be found 
in the twenty-three states which require 
periodic court accountings but do not specify 
the details of such accounts, their procedure, 
or their effect. These states may wish to 
expand their statutory provisions and take 
one or more of the sections of the uniform 
act, when engaged in a general or special 
revision of the statute books. 


“Thirdly, the seven Eastern jurisdictions 
having large codes on the subject of ac- 
counting practice may obtain benefit from 
consultation with a model act when, from 
time to time, statutory revisions take place. 


“The information which a_ beneficiary 
needs in order to guard against dishonesty 
or negligence is substantially the same in 
every state. Climate, social conditions, his- 
torical background, and similar elements do 
not affect this subject. What is good ac- 
counting for a vestui in Florida would seem 
to be desirable for a beneficiary in Wash- 
ington. Social customs and economic varia- 
tions may make laws of descent and distri- 
bution unsuited to Maryland which are satis- 
factory to New Mexico, but it is not be- 
lieved that this factor operates with regard 
to the law of trust accountings. 

“Throughout the consideration of this act, 
the trust company officials have been 
emphatic in objecting to compulsory court 
accountings with relation to inter vivos or 
living trusts, on the theory that such trusts 
are established in order to obtain privacy 
for the management of property and that 
this secrecy should be respected, 

“In response to this suggestion it may be 
relevant to inquire whether the motives of 
settlors who desire privacy are legitimate. 
Why should the privacy of living trusts be 
so much more important than that of testa- 
mentary trusts? The law has quite gener- 
ally required or permitted accounts in testa- 
mentary trusts to be presented in court and 
to be made a matter of public record. Why 


should there be any legitimate added deli- 
cacy about living trusts? 


“Insofar as living trusts are created to 
avoid the burdens of gift, inheritance, es- 
tate, income, or property taxes, it seems to 
the writer that the desire for privacy should 
not be heeded. A reasonable accounting 
statute will accomplish the main purpose of 
protecting cestuis and relieving trustees and 
also an incidental purpose of assisting the 
tax collecting authorities of state and 
nation. If the living trust legally assists in 
minimizing or avoiding taxation, there 
should be no reason to hide it. If it is of 
dubious legality or is certainly illegal, the 
reputable trustee should not accept it or 
assist in forwarding its purpose. 


“Furthermore, a conclusive answer to any 
objection on this ground seems to be that 
the act empowers a settlor to excuse a 
trustee from a duty to account and permits 
a settlor to vary the duties of the trustee 
under the act; that the act also permits the 
court to relieve the trustee of any trust 
from a duty to account under the act, and 
permits the court to change his duties for 
cause shown; and that it provides that the 
beneficiaries of any trust may excuse their 
trustee from the duties imposed by the act. 
Surely, if there is any legitimate reason 
why a living trust should be kept in the 
dark, the court will sanction such secret 
management or the beneficiaries will give 
written consent to operation in this way. 
And whether there is good ground or poor 
reason, under the statute the settlors of all 
trusts subject to the act can by a simple 
clause remove the trust from the operation 
of the act. If living trust settlors and 
cestuis really are so anxious for privacy, 
they can get it under the act by very slight 
effort. The proposed act does not apply to 
trusts in existence when the act takes ef- 
fect. It is prospective only. 


“Careless, inefficient, and dishonest ad- 
ministration is just as apt to occur in the 
case of living trusts as in the instance of 
testamentary trusts. Cestuis of living 
trusts are citizens entitled to the protection 
of the state to the same extent as beneficiar- 
ies of trusts created by will. 

“Lastly, there is the argument of expense. 
To adopt the proposed act would, without 
doubt, impose upon trustees some new work, 
and in some states would mean a court pro- 
ceeding where none now occurs. It would 
be an injudicious kindness to beneficiaries 
to make them pay for unnecessary book- 
keeping and accounting by the trustee, and 
for needless court costs, guardians’ fees, 
and similar items. Unless the benefits by 
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way of added knowledge of trust affairs and 
increased opportunities to detect inefficien- 
cy, disloyalty, and dishonesty more than 
offset the increased cost, obviously the act 
should be relegated to the waste-basket. 
“It is believed, however, that this argu- 
ment depends on exaggeration for any im- 
portant effect. In the first place, all the 
facts which under the act must be stated in 
inventory or accounts can be found in the 
records which are now kept by all reputable 
professional trustees and which should be 
kept by all trustees. It will not be neces- 
sary to open any new ledgers or make new 
entries in them in order to comply with 
this statute. Secondly, the important new 
work devolving on trustees will be merely 
segregating and bringing out into the open 
items of information which are now known 
to the trustees and which appear in his 
books or correspondence. Nearly all pro- 
fessional trustees make annual or more fre- 
quent reports to their cestuis at the pres- 
ent time. The more important trusts are 
administered by professional trustees. 
Hence as to most trusts of significance the 
act will mean merely an elaboration of a 
statement already being made, instead of 
the preparation of an entirely new docu- 
ment. Printed schedules can quickly be 
prepared which will facilitate the prepara- 
tion of the annual accounts. Some of these 
schedules can be filled out, in the case of the 
ordinary trust, by the making of a negative 
entry to the effect that during the period 
there was no item of the type in question. 


“Insofar as the expense of a court pro- 
ceeding for inspection and approval of the 
account is concerned, it should be noted that 
the 1936 form of the act requires annual ac- 
counts to be filed in court, but a court con- 
sideration of the account only every three 
years, unless a party asks the court for a 
more frequent consideration and the court 
grants the request. Normally, therefore, 
the trustee will go into court with his ac- 
count for a hearing triennially. This is in 
accordance with the Massachusetts practice, 
and seems much more practical and econom- 
ical than the compulsory annual court pro- 
ceedings held in some states. This court 
proceeding, in the normal case, should be 
very simple. It should involve merely the 
filing of the account, the issuance and ser- 
vice of a citation to the cestuis, and an in- 
spection of the account and examination of 
the trustee on the return day. 

“Not only will there be a benefit to the 
cestui from such compulsory periodic ac- 
countings, but the objecting trustees should 
consider the advantages to themselves which 


will come from having clear releases as to 
all past transactions which are fairly de- 
scribed in the account. 

“Furthermore, any cases of hardship be- 
cause of the expense involved in the prep- 
aration of accounts or their presentation in 
court can readily be cared for under the 
express terms of the act. The beneficiary 
can, by agreement with the trustee and the 
execution of a written consent, or by the 
obtaining of a court order, amend or abolish 
the duties cast upon the trustee by the act. 
The settlor may, if he thinks the expense 
will be burdensome, limit the accounting 
duties to such as can be performed with 
smaller cost. The act is not rigid; on the 
contrary, there is great elasticity.” 

Twenty-three footnotes. 


The Nonresident Alien—A Problem 
in Federal Taxation of Income 


Columbia Law Review, June, 1936. Pages 908- 
919. By Montgomery B. Angell, Member of the 
New York Bar. 


sens 


Since the enactment of our income tax 
laws in 1913 the nonresident alien, whether 
a foreign corporation or an alien individual, 
has been a constant source of perplexity. 
Partly because of the lack of effective con- 
trol over nonresident aliens, and partly be- 
cause of the obvious desirability of encour- 
aging the investment of foreign capital in 
this country, Congress has found itself con- 
fronted with real difficulties in formulating 
legislation in this field, and the administra- 
tive authorities have been reluctant to en- 
force the letter of the law even as enacted. 
Under all of our Revenue Acts a legal obli- 
gation has been laid upon the non-resident 
alien on account of income from American 
sources. But under the earlier Acts the 
practical burden was not severe, and it has 
been only recently, when the exigencies of 
the current depression demanded the full 
measure of revenue from all sources, that 
suggestion has been made of much heav- 
ier and more effective taxes in this field. 


“Jurisdiction to impose a tax lies at the 
root of enforcement, for without jurisdic- 
tion all right fails. It is not surprising, 
therefore, that even though in certain fields 
the Federal Government, either by statutory 
limitation or administration inaction, has 
sometimes stopped short of exercising the 
full measure of power, it has fought des- 
perately in a series of Supreme Court de- 
cisions to sustain its jurisdiction in as wide 
a range as possible, and these efforts large- 
ly have been successful. 
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“Under the present decisions it is now 
definitely established that the taxing power 
may be supported either on the citizenship 
of the taxpayer or on the situs of the thing 
taxed, namely, the source of the income in 
the field of income taxes or the location of 
the property in the case of estate and gift 
taxes,*** 


Where the income arises in this country 
or where the property in respect of which 
the tax is imposed is physically in this coun- 
try, the power to tax exists even though the 
person upon whom the tax is imposed is an 
alien individual of foreign citizenship.*** 


“There is, however, one exception, which 
apparently is entirely historical. In respect 
to real property located abroad the Treas- 
ury has never undertaken to exact estate 
taxes, relying upon an opinion of the At- 
torney General rendered in 1918. The rea- 
soning of the Attorney General is not con- 
vincing, for given jurisdiction on account of 
citizenship no logical distinction seems to 
exist between foreign-located realty and 
foreign-located personalty. It is worthy of 


note that the Commissioner of Internal Rev- 
enue in his Regulations issued under the 
Gift Tax Act apparently has ignored these 
opinions and rulings and has invoked the 


rule of citizenship. Yet the exception in 
the field of estate taxes is definitely fixed in 
our jurisprudence. 


“But even though the jurisdictional ques- 
tions have been largely settled, the Treas- 
ury is still faced with the problem of how 
far it should go in its efforts to collect taxes 
from nonresident aliens. In fact Congress 
itself shares the dilemma. For obvious rea- 
sons of broad policy, the Treasury authori- 
ties hesitate to suggest or take any course 
of action which would definitely limit or 
perhaps largely destroy the investment of 
foreign funds in American enterprise. This 
is particularly true since the War when we 
became a creditor nation. During the years 
succeeding the War the administrations in 
power were very active in their efforts to 
stimulate foreign investment here. A policy 
of taxation or a policy of enforcement which 
would tend to destroy such international 
business expansion would obviously be in- 
imical to such an end. On the other hand, 
to exact high taxes from American citizens 
and at the same time, either by legislative 
silence or Treasury inaction, permit non- 
resident aliens to escape does not lend itself 
to a sense of justice. A legislative re- 
quirement coupled with inaction by the 
Treasury emphasizes the inequality as be- 
tween nonresident aliens, for honest for- 


eigners voluntarily may file returns and pay 
the taxes, while those who have not such a 
nice sense of obligation may escape by the 
simple expedient of remaining unknown. 


“It was perhaps this situation as much 
as any other which only recently led the 
present administration to reverse the policy 
of prior administrations and take steps to 
enforce collection against nonresident 
aliens.*** 


“Our problem is far graver than that 
which confronts the British. Under our 
theory of taxation, taxable income includes 
current receipts, such as interest, dividends, 
profits from manufacturing operations, etc., 
and capital gains realized on sales of prop- 
erty. In respect to the first class of income 
the problem may be simplified, if not wholly 
solved, by provisions for withholding at the 
source at a fairly high-rate. This is the 
course which the British pursue and which 
over a period has operated fairly well. It 
is the course which the subcommittee of the 
Ways and Means Committee recently sug- 
gested when formulating the current rev- 
enue bill. Originally the rate suggested 
was fixed at 22144% and applied on payments 
to nonresident aliens of fixed and determin- 
able income, such as interest and dividends, 
the existing dividend exemption being re- 
pealed. More recently, the full Ways and 
Means Committee has adopted a rate of 
10% in the case of nonresident individuals 
and 15% in the case of foreign corporations 
having no office here and not carrying on 
business here. 


“The determination of the appropriate 
rate is a difficult one. But the principle of 
withholding at the source seems to be emin- 
ently sound. The originally suggested rate 
of 22%2% is much too high, for unquestion- 
ably it would result in retaliation by neigh- 
boring countries, such as Canada (which 
now has a 5% rate). It would in most cases 
much overreach the average rate paid by 
American citizens, and it would effectively 
deter the general investment of* foreign 
funds here. But bearing in mind the desir- 
ability of effecting a substantial equality 
between American recipients and foreign 
recipients, there is much to be said for a 
fairly high rate, such as 10%. Such a rate 
might drive away some foreign funds which 
otherwise would seek investment here, bu: 
when increased revenues have become es- 
sential, such a deterrent is simply a neces- 
sary accompaniment of a depleted Treas- 
ury. 


“But the major problem lies in the field 
of capital gains. No withholding at the 
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source is possible, for in the majority of 
instances the American agent who ac- 
complishes the sale has no record of the 
cost, and without the cost taxable gains 
cannot be computed. It would be futile for 
Congress to undertake to exact a contribu- 
tion out of the sales price as an alternative. 
In the first place, such a statute presum- 
ably would be unconstitutional as a capital 
levy. In the second place, in the absence 
of a cost figure, the transaction might re- 
sult in a loss and not a gain and so work 
gross inequality. Finally, the rule would so 
harass foreign investors that foreign funds 
inevitably would be driven elsewhere, for 
even though the rule should permit a recti- 
fication on the voluntary filing of a return, 
foreign investors surely would not tolerate 
the attendant inconvenience. 

“The only solution which seems at all 
workable lies in the repeal of the capital 
gains and losses sections as they affect non- 
resident aliens, coupled with a fairly high 
rate of withholding on current income. The 
suggestion is met at the outset by the as- 
sertion that such treatment is highly dis- 
criminatory against American citizens and 
in favor of foreigners, for it may be as- 
sumed that the capital gains provisions 


will remain part of our domestic income 
tax scheme. This assertion would, of course, 


be true. But viewed from the standpoint 
of the revenues, it is probable that such a 
change in the statute, even when coupled 
with a high withholding rate on current in- 
come, would materially stimulate the invest- 
ment of foreign funds, and if so, any loss in 
revenue on account of the elimination of the 
capital gains provisions would be offset, and 
probably much more than offset, by in- 
creased collections on current income from 
foreign owned American investments. More- 
over, any stimulation of the investment 
market here means more income for our 
brokers and so more revenue from brokers. 
After all, if the revenues are not impaired 
by such,a change in the statute, the broader 
benefits derived through increased invest- 
ments in this country would, it seems, large- 
ly offset any argument of discrimination. 
Such a course has the added advantage of 
realizing candidly the existing lack of abil- 
ity to collect capital gains taxes.*** 

“The foreign investor, whether he be an 
individual or a corporation, buys as a rule 
through some agent in the United States, 
such as, for example, a banker or broker. 
In order that the security may be in readily 
marketable form it is preferable that the 
certificates are left on deposit in this coun- 
try in a custody account, often in the name 


of some nominee of the American agent. 
But there exists today a large foreign mar- 
ket for first class American securities, and 
when the nonresident alien desires to sell 
he may readily find a purchaser abroad and 
so enter into a contract of sale abroad. If 
the place where the executory contract is 
made fixes the taxability of the profit, as 
the General Counsel’s Memorandum would 
seem to indicate, foreigners freely may buy 
and sell American securities under contracts 
made abroad without incurring any liability, 
even though in consummation of the execu- 
tory contract the title to the securities later 
passes on delivery here. 


“But if the gain arises in the country 
where the title passes, then the foreign in- 
vestor is faced with a more difficult prob- 
lem, although the problem is more appar- 
ent than real. As to the innumerable devices 
which have been adopted in covering up 
transactions which, if the facts were known, 
would be clearly taxable, it is sufficient to 
observe that the Treasury is fully aware of 
the existence of these devices and yet as a 
practical matter is powerless to unearth 
them. But the avenues which are open to 
any honest minded foreigner when confront- 
ed with the problem of realizing profits on 
foreign owned American securities require 
consideration. The courts have said time 
and again that it is neither illegal nor un- 
patriotic to cast a transaction in such a 
fashion that it falls beyond the reach of the 
taxing statute. In this field of legitimate 
effort, the present capital gains provisions 
as they apply to non-resident aliens are 
quite inadequate. This inadequacy is not 
the result of bad draftsmanship, but it arises 
on account of the very character of the 
problem. No draftsmanship can correct a 
fundamental lack of jurisdiction. 


“Transactions involving the purchase and 
sale by foreigners of American securities 
may take numerous forms, some more con- 
venient than others but all available and 
well known. A consideration of certain 
characteristic classes of transactions, which, 
as the Treasury officials know, are of every 
day occurrence, will be indicative of the ef- 
fectiveness of the present capital gains pro- 
visions.*** 


“Where the only evidence of the transac- 
tion is a book entry in a foreign country, 
the administrative difficulties would seem to 
preclude collection of the tax, even if, for 
purposes of argument, jurisdiction to levy it 
should be conceded. In any event, whatever 
may be the rule of law in the foregoing il- 
lustrations, the fact is that transactions 
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such as these are being carried out constant- 
ly, and not a penny of tax is coming into 
the Treasury, as the Treasury is fully aware. 


“A review of the whole question leads one 
to the inescapable conclusion that foreign- 
ers are able either to invest and reinvest in 
American securities and cast the transaction 
in such a fashion that there is no tax on 
the gains realized as a matter of law; or 
so to cover up the transaction that the 
Treasury is either entirely unable to dis- 
cover it, or if discovery occurs, compel the 
collection of the tax. If the foreign in- 
vestor derives other income from American 
sources, such as rents from real estate or 
an American annuity, and, acting voluntar- 
ily, files an American return, the Treasury 
has some chance of ferreting out and taxing 
the capital gains. But the vast majority of 
foreign investors here do not have income 
from other sources, and do not file American 
returns. The Treasury, although fully aware 
of the situation, over a period of years has 
found itself powerless. It is safe to say 
that the capital gains which have borne 
taxes are an infinitely small fraction of the 
capital gains realized on the sale of Ameri- 
can securities. 


“The situation as it exists today is intol- 
erable. The honest foreigner often is taxed 
when his not over-scrupulous brother goes 
scot-free. The law as it affects nonresi- 
dent aliens in the field of capital gains is 
for all practical purposes a dead letter. 
Why not grasp the realities of the case and 
repeal the law in a field where it cannot 
hope to be enforced, and at the same time 
endeavor partially to avoid the apparent dis- 
crimination in favor of nonresident aliens 
by requiring the withholding of a tax on 
current income going out of the country at 
a relatively high rate? Such a policy would 
probably increase rather than decrease our 
revenues; it would relieve the Treasury of 
endeavoring to perform an impossible task; 
it would avoid the dangers inherent in the 
ever increasing disregard for the law; and 
while such a high rate on current income 
items might constitute some deterrent in the 
investment of foreign funds in this country, 
the deterrent, when coupled with the re- 
peal of the capital gain sections as they af- 
fect nonresident aliens, would probably be 
no greater than that which now exists on 
account of the presence of these sections in 
the law.” 


Twenty-three footnotes of references and 
citations. 
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The New Surtax on Undis- 
tributed Profits 


(Continued from page 28) 


tributions to beneficiaries. But this law 
goes further by basing the rate of tax 
‘upon the ratio of undistributed net in- 
come to the adjusted net income. There 
appears to be at least some doubt whether 
such a measure of tax rates is reason- 
able classification. The tax has little re- 
lation to actual income, to ability to pay, 
or to other generally recognized factors 
in taxation. It will hardly be surpris- 
ing if, in deciding upon constitutionality, 
the Supreme Court gives some attention 
to the propriety of such a classification, 
including possibly the extent to which 
the law tends to attain the announced 
purposes, and the degree to which the tax 
interferes with corporate management. 


Effect on Stockholders and Corporations 


The tax should tend to stimulate the 
payment of dividends, one of its appar- 
ent purposes; the stock markets have al- 
ready reflected this probability. To the 


extent that dividends are paid, recipients 
with large total net income will be forced 
to pay high surtaxes. But to the ex- 
tent that retained earnings produce 
corporate taxes in excess of taxes under 
former laws, the increased burden will 
rest heavily upon stockholders of moder- 
ate means. Wealthy stockholders who 
enforce their preference for heavy cor- 
porate taxes over still heavier individual 
taxes will, in effect, make their less for- 
tunate and “forgotten” brother stock- 
holders pay a proportionately equal part 
of the corporate surtax adopted as a sub- 
stitute for the higher taxes on their own 
individual incomes. This could in turn 
produce litigation among different strata 
of stockholders. 

Corporations with large financial re- 
serves will be able with safety to pay out 
relatively large dividends to escape high 
surtaxes, while corporations close to 
bankruptcy may be forced to continue in 
a precarious condition to avoid surtaxes 
which they cannot pay. Indeed, the 
exemption from surtax attaching to cor- 
porations in bankruptcy and receiver- 


its place. 


ship may encourage entrance into, or a 
continuance in, those states. 

The tax may also prevent needed ex- 
pansion of industry through the hereto- 
fore normal processes of husbanding 
earnings for the purpose; work _hard- 
ships upon corporations without liquid 
assets; encourage violation of state laws 
respecting the payment of dividends out 
of capital stock (although the corporate 
charter, when read in conjunction with 
such laws, might be construed as a con- 
tractual provision prohibiting the pay- 
ment of dividends within the meaning of 
the Federal surtax law hereinbefore dis- 
cussed) ; force corporations to buy tax- 
exempt securities; prevent the refunding 
of bonds with provision for sinking 
funds; result in the consolidation of 
small enterprises with widely fluctuating 
income; and produce many inequities and 
absurd consequences. 

It is not impossible that a law which 
so obviously is directed at enforcing, un- 
der the guise of providing for revenues, 
social controls, may have such iniquitous 
consequences for those whom it purports 
to help, that it may not only engender 
great bitterness on the part of those 
against whom it is said to be directed, 
but irritation and resentment on the part 
of the great number of stockholders with 
small incomes. This law is almost cer- 
tain to puzzle, to some degree, everyone 
concerned with paying taxes under it, 
and it will particularly confuse, and often 
trap, the ignorant and unwary. For 
each injustice the statute was designed 
to remedy, several inequities may take 
If the law is, for a time, re- 
tained in principle, the necessity of rem- 
edying many of these inequities may re- 
quire so great refinement upon refine- 
ment that the complications of interpre- 
tation and amendments become so un- 
bearable as to bring down the whole 
structure with their weight. This pros- 
pect, from the standpoint of those who 
are interested in taxing statutes which 
produce a maximum of revenue with a 
minimum interference with the income- 
producing processes of our people, is 
probably the most hopeful feature of the 
Revenue Act of 1936. 
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The Great Game of Taxation 





‘Hidden’ Taxes and the Hidden Effects of Taxes on 


Income and Estates* 


STERLING MORTON 


President, Morton Building Corporation, and 


OMEN’S share in the ownership of 
the Nation’s wealth has_ been 
stressed. Women’s share in its tax pay- 
ments is equally large. But, with due 
respect to the woman who is successful in 
the business world, is it not true that, 
while the main interest of men lies in 
those taxes which hamper the acquisition 
of wealth, women are primarily interest- 
ed in those taxes which affect the conser- 
vation of wealth? These are the taxes 
which increase living costs, which eat in- 
to the return from invested capital, or 
expropriate capital from which women 
would otherwise benefit. They must op- 
pose tax policies which reduce interest or 
dividend yields, taxes which lower the net 
return from real estate, and, above all, 
tax policies which strike directly at busi- 
ness development. These policies bring 
handicaps and discouragement to the 
younger generation.*** 


Ostrich Taxes 


Now, for the so-called hidden taxes. I 
object to that description. If one only 
looks, they are about as well hidden as 
the ostrich with his head in the sand. 
Where are they? They are in your rent; 
they are in your clothes; they are in your 
food; they are in your amusements; they 
are in your travel; they are in your every 
expenditure. To be slangy, I rejoice that 
they are now “getting into your hair.” 

Here in Illinois, we have a three per- 
cent sales tax. We do not like it, but at 
least we are keenly aware that we pay it. 
It has helped to make us tax-conscious. 
It started off at two percent to finance 
the cost of relief. Later, at the insistence 
of the Federal Government, it was raised 


*From address before First Finance Congress of 
Women ; Chicago, IIl. 


Director, Chamber of Commerce of the United States 
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to three percent. We did not object 
greatly, feeling that relief was necessary, 
that people had to be fed, clothed, and 
housed. But, now, we learn that only 
about $1.00 out of every $3.00 raised by 
this tax actually is used for relief, the 
rest being diverted to matters formerly 
dependent on other revenues. Instead of 
the taxation without representation our 
forefathers rebelled against, we have 
here taxation with misrepresentation. 

Do you realize that the taxes on the 
telephone companies work out at sixty 
cents per month per instrument, which 
you, of course, pay? Do you realize that 
the tax on two packs of cigarettes a day 
amounts to more than the electric light 
bill of the average home? Do you real- 
ize that one-fourth of your food bill, one- 
third to one-sixth of your rent bill, is 
made up of taxes? 

These hidden taxes hit right at the 
family budget. They actually and sig- 
nificantly reduce the general standard of 
living. They gnaw at the pockets of 
everyone—rich, poor, or on relief. They 
are an invisible burden none of us may 
avoid, and they increase constantly. Many 
of them are local, but recently the in- 
direct Federal levies have grown tremen- 
dously. In the fiscal year 1929-30, in- 
direct taxes brought in 15% of the Fed- 
eral revenue; in 1933-34, they brought in 
59%. In other words, the proportion of 
the Federal income derived from so-called 
hidden taxes increased four times. 

I repeat; most indirect taxes hit hard- 
est at the budget of the average family. 
If the average wage earner or white col- 
lar worker could be brought to realize 
what these indirect taxes mean, the cry 
of protest which would go up would force 
economy in government. 
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Taxes have only one cause—govern- 
mental spending. Of course we must 
have governments and must support them 
by paying taxes. No one can quarrel with 
reasonable taxes, but everyone should 
quarrel with taxes levied to meet unrea- 
sonable expenditures, with taxes levied 
for political purposes, with taxes levied 
for other than the proper functions of 
government. -A proper function of gov- 
ernment is the protection of the citizen in 
his pursuit of life, liberty, and happiness. 
An improper function of government is 
an attempt to reduce all citizens to a 
common level, necessarily low. I submit 
that the cost of government, local, state, 
and national has risen beyond all reason. 
Today, we, as a Nation, spend more for 
government than we spend for food, 
clothes, and rent, combined. 

May I make a suggestion? Women 
are very apt to react favorably to pro- 
posals for public improvements, to move- 
ments for enlarged educational, social, 
or recreational expenditures. Such mat- 
ters appeal to their hearts; but they 
must learn to use their heads, as well. 
Keep one fact very clearly in mind— 
every time you advocate the spending of 
public money, you advocate an increase 
in taxes. 


Partners in Profits but not in Losses 


Other taxes, hidden from many, are 
those on corporations. You women are 
gathered here as investors. I take that 
to mean that you each own bonds or 
stocks in corporations. You are witness- 
ing, this week, the culmination of a de- 
termined attempt to tear down, with 
taxes, the financial stability of corpora- 
tions, to, in some degree, appropriate, 
for sterile government uses, some of the 
security which lies behind your invest- 
ments. The final rate of surplus tax de- 
cided on at this session is not important, 
but the fact that a principle has been es- 
tablished is most important. The prin- 
ciple is, that thrift, foresight, and cau- 
tion will henceforth bring penalty, rath- 
er than commendation! 

But let us look at some existing results 
of taxes on corporations. Combining 
the reports of eighteen of the largest 
corporations of the country, having as- 


sets of over 22 billions, owned by over 
two million stockholders—I find that, in 
1934, the average taxes paid were $2.99 
per share, while the average dividend 
was $1.76 per share. In other words, 
for every dollar you, as the owners, took 
out of these businesses, the taxspenders 
took out $1.70. To the unthinking, it 
may seem that such taxes are hidden and 
that their effects are hidden: but we are 
rapidly coming to recognize that taxes 
and their effects have a very real signifi- 
cance to every investor. Let us look in- 
to further hidden aspects of taxes. They 
are so many as to present an embarrass- 
ment of choice. 


Shall we take up the income tax, first? 
The general reaction to complaint about 
income taxes seems to be: “I wish I had 
income enough to pay a large tax.” This 
flippant person does not realize that he 
may have no taxable income because a 
heavy tax is assessed on someone of 
whom he has never heard. High income 
tax rates may have forced that indivi- 
dual to invest in tax-free bonds—the 
funds which might have built a new in- 
dustry or enlarged an old one in which 
our wise-cracking friend might have 
found profitable employment. Wealth, 
today, is fluid; it seeks safety, above all. 
High taxes on an industry destroy the 
attractiveness of that industry as an in- 
vestment. Excessive regulation keeps 
new funds away, and tax-supported Gov- 
ernment competition causes a rush to 
withdraw funds. Furthermore, the bil- 
lions already taken in income taxes from 
wealthy individuals, by unfair and con- 


‘fiscatory rates of surtax, would undoubt- 


edly already have found their way into 
productive enterprises, employing thou- 
sands of workers and adding to the 
wealth of the Nation. 


Our legislators speak often of the 
“profit system” but they overlook that 
it is also a “loss” system. They have 
even enacted that basic fallacy into law. 
Profits, capital gains, are taxable as in- 
come, but capital losses are not deduc- 
tible except to an insignificant amount, 
unless offset by capital gains in the same 
year. Taxes on capital gains are un- 
known in other countries having income 
taxes. We, alone, put heavy burdens on 
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those who contribute to the progress of 
the Nation. The effect of the present 
law is to give anyone who enters into a 
transaction with the hope of profit, an 
invisible partner. Who wants a partner 
who makes no investment, takes up to 
three-fourths of the profits, and stands 
practically none of the losses? 


Income taxes bear heaviest on those 
trying to get ahead in the world. They 
take the money which would otherwise 
be saved and invested, either directly or 
indirectly, in industry, in creating new 
wealth. Today, most new wealth is 
created by furnishing goods and services. 
This almost always means that workers 
must be employed, new jobs created. The 
first charge against any enterprise is 
for payroll. Labor is always the pre- 
ferred creditor. Undoubtedly, the blame 
for much of the present unemployment 
may be laid directly on high income 
taxes. Persons unable to find produc- 
tive work should realize that much of 
their trouble is chargeable to unwise tax- 
ation. 


Leaks in the Ship of Estate 


Consider, likewise, the effects of ex- 
cessively high estate taxes. Any prud- 
ent investor knows that death will bring 
a demand for ready cash, and must al- 
ways keep a substantial fund in liquid 
form. For instance—if a non-liquid in- 
vestment is made in some new business 
enterprise, in developing a patent, in 
erecting an apartment or office building, 
it must be protected by a substantial ad- 
ditional amount invested in liquid securi- 
ties, such as Government bonds. The 
rate of estate tax reaches one-fifth on es- 
tates of half a million. $50,000 must 
pay $10,000 tax. If this $50,000 is in a 
non-liquid investment, there must be a 
cash reserve to furnish $10,000 estab- 
lished to protect it. This reserve fund 
is also subject to estate taxes. So, to 
protect the $10,000 net, $12,500 must be 
set aside. When the tax rate is 50%, 
the real investment is double the appar- 
ent investment. At the maximum rate, 
an additional liquid investment of $116,- 
600 is required to protect a non-liquid in- 
vestment of $50,000 against death duties. 
Yet, some people wonder why it is so 
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hard to finance new enterprises when 
there is so much idle money; why it is 
so easy for the Government to borrow 
billions at ridiculously low rates of in- 
terest. The reason is, simply, that a 
person of means does not dare put money 
into the traditional forms of investment. 

Women should be especially interested 
in death duties, for women are usually 
the principal beneficiaries of wills. 


’ When you read the total amounts collect- 


ed or expected to be collected by estate 
taxes, add the words: “Two-thirds or 
three fourths of this to come directly 
from women and children.” The motto 
of the sea, “Women and children first,” 
surely applies to estate taxation! 

I spoke earlier of taxes which take the 
capital from which women would other- 
wise benefit. Estate taxes stand easily 
first in this category. What is an es- 
tate tax, in the last analysis? It is a 
levy taking the accumulation of years of 
thrift, cautious investment, even of self- 
denial, to pay for current extravagances. 
It is a levy on capital with a vengeance. 
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These estate taxes are a direct threat 
at the security every sane person wishes 
to create for his dependents. They are 
particularly burdensome on those who 
are not able to provide for themselves. 
It is probably reasonable to have some 
transfer fee on estates, but the heights 
these taxes have reached are fantastic. 
I doubt that one person of wealth in ten 
is really solvent should death come to- 
morrow. I have studied large estates 
probated under the laws prior to that: of 
1934, and few, if any, would retain, un- 
der the 1935 law, anything but “cats and 
dogs” to pass on to the heirs. In many 
cases, there would actually be nothing of 
value left. 


To illustrate the effect of income and 
estate taxes, let us set up a Mr. X. We 
shall give him a fortune of two million 
dollars and an income of one hundred 
thousand dollars per year. To avoid com- 
plications, we shall have no tax-exempt 
securities in his holdings, nor shall we 
consider personal exemptions and other 
details which slightly affect the figures. 
His income tax is $30,000. Out of each 
dollar he may get over the hundred thou- 
sand dollars, fifty-five cents will go to 
the Government. Thus, a three percent 
municipal bond will return him more 
than a six percent mortgage. Why 
should he buy a mortgage on one piece 
of property when he can get a better re- 
turn through buying what is theoretical- 
ly a mortgage on all the property in that 
city. As his income is more than ade- 
quate for his needs, there is not much 
incentive for Mr. X. to continue his ef- 
forts. 


But, you may say, he wishes to ac- 
cumulate for his dependents. Let us 
look into that side of the question. The 
estate tax on his two million dollars fig- 
ures $557,000, a little over one-quarter. 
The rate on any average is thirty-five 
percent. Apply that rate to the forty- 
five cents remaining, after income tax, 
out of every extra dollar he makes. 


Fruits of the Estate Builders’ Toil 


Now, if the $557,000 taken from Mr. 
X’s widow and children were, instead, put 
to useful and productive work by them, 


it might well employ two hundred new 
workers in industry. It might employ 
the labor to furnish better housing for 
one hundred families. It might even 
create an entirely new industry. But 
what does it do in this year of grace 
1936? Quite likely it is divided over a 
list of projects such as these: 

$1200 for a community poultry house, Lisbon, 

N. J. 


$2700 to count the trees on the streets of Har- 
risburg, Pa. 


$4200 to improve a race track, Dayton, Ohio. 


$3500 to clear streams so salmon may swim 
freely. 


$15,000 for a lily pond at Placerville, Colo. 


I am spending too slowly; now for 
some larger boondoggles. But I must 
mention $800. for three men to study 
Russian rainfall, before allotting $200,- 
000 to experiment in long range weather 
forecasting. The last $290,000 we shall 
set aside to make maps of the Geographic 
Distribution of Ancient Greek dialects; 
for an Isothermic Map of the Mediter- 
ranean region; for a Profile of the Ex- 
cavations at Ancient Kish; for a study 
of the Genealogy of the Julian-Claudian 
Line, and the Roman coinage of the Alex- 
andrian Mint. This is not a fanciful 
list; every single item is now completed, 
under way, or authorized. Mr. X wili 
not have toiled in vain! 


The Federal Government is now issu- 
ing over one thousand checks every min- 
ute of Treasury working hours. They 
go to between nine and ten million dif- 
ferent persons with considerable regular- 
ity. They are drawn against the present 
and future income, against the capital, 
the savings, against the life insurance of 
each of us. And the number is growing 
rather than lessening. For instance, did 
you notice the little item of $36,600,000 
for salaries of those starting to put the 
Social Security law into effect? And a 
total of $476,000,000 for Social Security 
for the coming fiscal year? This is one- 
half the entire cost of the Federal Gov- 
ernment twenty-five years ago. Take 
whatever attitude you wish on social se- 
curity, but always remember that the 
monthly cost, when in full swing, may 
approximate the monthly cost of our par- 
ticipation in the World War. 
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President Coolidge said (this quota- 
tion is authentic) : “There is scarcely an 
economic ill anywhere in our country 
that cannot be traced directly or indi- 
rectly to high taxes.”*** 

Where is the end? If the present joy- 
ride continues, it must crash in national 
bankruptcy, perhaps bring the end of 
American ideals of government as we 
know them. If we can get economical 
administration, we can reckon up the cost 
of the past six years and set about the 
painful process of paying the piper. 
Taxes are bound to be high in either 
case, but conservative, constructive poli- 
cies, coupled with encouragement instead 
of harassment of legitimate business, 
will at least stop the staggering and ever 
growing deficits, put us on the road to 
solvency—even gradually reduce the 
debt. One path leads to sanity, to pre- 
servation of the national credit and hon- 
or, to conservation of our traditional 
ideals. The other path leads to repudia- 
tion, inflation, national chaos, even to 
destruction of our Nation. The decision 
is a vital one.*** 


Indenture Change Made 
by S. E. C. 


The Securities and Exchange Commis- 
sion invoked its powers under the public 
utilities holding company act on July 13, 
to require a company to change the pro- 
visions of a securities indenture for the 
avowed purpose of protecting the inter- 
ests of the investor. 


The commission had been instrumental 
in effecting changes in the indentures un- 
der which $9,000,000 of 4 per cent bonds 
and $1,500,000 serial debentures are to 
be issued by the Sioux City Gas and 
Electric Company. Counsel for the com- 
pany agreed to the changes suggested. 


A major change was the insertion of a 
provision in the indenture for the mort- 
gage bonds under which the company 
agreed to expend 15 per cent of gross 
operating revenues each year as long as 
any of the bonds are outstanding for 
maintenance and repair of the mortgaged 


Sleep at the Edge of the Atlantic Ocean! 





SMES LI tt ce ree 
ee prc "el 
% PRESIDENT 
ATLANTIC CITY’S 
Newest Boardwalk Hotel 


Every Comfort is Yours at Moderate 
Cost at This Splendid Boardwalk Hotel. 
Five Hundred Rooms With Salt Water 
Baths. Turkish Baths, Solariums, Indoor 
Swimming Pool. Reservations May be 
Made Now—for Rooms or Beautiful 
Housekeeping Apartments, Luxuriously 
Furnished. Famed European Restaurant. 
Full Information and floor plans from 


W. H. ALBRIGHT, Manager 
Eight Miles of Glorious Boardwalk 





property, redemption or purchase and 
cancellation of bonds, etc. No mainten- 
ance and renewal fund of any kind was 
contained in the original indenture. 

A provision was also inserted in the 
debenture agreement that no cash divi- 
dends may be declared or paid on any 
class of stock except out of earned sur- 
plus accruing after July 1, last. Issuance 
of additional debentures, under the pres- 
ent indenture, are prohibited by the 
modified terms, whereas the original de- 
benture agreement expressly provided 
for the issuance of additional deben- 
tures. In approving the modified inden- 
ture the Commission commented : 


“While the commission has no figure which it 
deems satisfactory as to the value of the fixed 
property, it cannot escape the impression that it 
would have been better to have the ratio between 
the declarant’s debt and the value of its fixed 
property reduced rather than to have had the 
debt increased. However, the commission is aware 
of the fact that the refinancing would affect sav- 
ings of $122,865 in the first year, and that such 
interest savings will increase as debentures are 
retired.” 





New York Legislation Affecting Fiduciaries 


THER legislation, particularly that 

relating to the handling of mort- 
gages by corporate fiduciaries, has 
caused your Committee much concern. 
Amendments to the Decedents’ Estate 
law, Personal Property law, Banking law 
and the Real Estate Mortgage law were 
introduced by Assemblyman Streit of 
New York and had the support of the 
State Administration. 

With the fundamental purpose of these 
bills your Committee has had no quarrel, 
believing that the complete break-down 
of the State agencies created to super- 
vise this field of investment called for ap- 
propriate legislative action. It is a mat- 
ter for regret, nevertheless, that the 
spirit in which this legislation was con- 
ceived appears to have been deficient in 
judicial deliberation and to have savored 
much too strongly of the intemperate, 
though perhaps. natural, bitterness 
caused by the complete demoralization of 
the mortgage market. This is particul- 
arly true of the amendments made to 
subdivision 7, Section 188, of the Bank- 
ing Law by Assembly Introductory 1423, 
which became Chapter 898 of the Laws 
of 1936 and which completely eliminated 
the provisions authorizing the issuance 
of participations in whole mortgages to 
trust estates. This drastic bill, which 
unfortunately received the support of the 
State Administration, has undoubtedly 
eliminated from the mortgage market 
many millions of dollars of funds which 
would otherwise have sought and found 
satisfactory investment therein. 

The enactment, under the guise of re- 
form, of such thoroughly unsound legis- 
lation is to be deplored, and your Com- 
mittee recommends that the Association 
press for reconsideration of this law at 
the next session of the Legislature. The 
practice of issuing participations in 
whole mortgages, provided the mortgage 
is purchased in the open market and com- 
plies in all respects with the law, is not 
per se wrong and offers a medium for 
diversification of risk that is fundamen- 
tally sound. In these days of low inter- 


porate trustees. 


est rates the exclusion of this investment 
medium can only result in lower yields, 
particularly to small accounts. Appro- 
priate amendments providing safeguards 
in regard to the sale of such participa- 
tions between trust accounts should offer 
satisfactory protection to all beneficiar.- 
ies. 

These remarks apply with equal force 
to the supporting amendments made to 
the Decedents’ Estate law, the Personal 
Property law. Attention should be called 
to the manner in which these laws were 
passed and to the confusion resulting 
from the carelessness of the Legislature 
and Executive Departments in regard 
thereto. The bills amending Section 21 
of the Personal Property law and Section 
111 of the Decedents’ Estate law were 
signed on April 4th and became Chapters 
264 and 265 of the Laws of 1936. Five 
days later, on April 9th, the Governor 
signed the Garrity bill permitting the 
purchase of mortgages approved by the 
Federal Housing Administration. This 
seems to have been the result of an over- 
sight, because this bill perhaps inad- 
vertantly but nevertheless actually re- 
stored the language of Section 21 of the 
Personal Property law and Section 111 
of the Decedents’ Estate law, which had 
only just been amended. The bill amend- 
ing the Banking law had not been passed 
and therefore the possibility that the 
epoch-making reforms of Mr. Streit had 
been nullified through an oversight by 
the very gentlemen whose unqualified ap- 
proval had so recently been bestowed up- 
on them seemed imminent. This sus- 
pense lasted until June 9th, when the 
Governor signed Chapter 898 of the Laws 
of 1936 without comment and by this 
amendment to subdivision 7, of Section 
188 of the Banking law closed the door 
to the issuing of participations by cor- 
This door, however, re- 
mains open for individual trustees. 


Your Committee entertains grave 
doubts as to the wisdom of Assembly In- 
troductory 1880, likewise introduced by 
Mr. Streit, which was passed and which 
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attempts a sweeping reform of the pro- 
visions of Article 4 of the Real Property 
law dealing with the regulation and 
supervision of real estate mortgages and 
bond issues secured thereby. In its orig- 
inal form the language of this bill was 
extremely loose and might have applied 
to any other category of bonded debt. The 
sponsor of the bill, while professing a 
willingness to make clarifications in lan- 
guage, evinced a pride of authorship 
which made this task extremely difficult, 
although in fairness to him it should be 
noted that prior to the passage of the 
bill he made a statement on the floor of 
the Assembly for the record, which in 
his opinion will keep the record clear as 
to the purposes of the bill. 

Assembly Introductory 2026 by Mr. 
Byrnes of New York, which would have 
amended Section 104 of the Surrogates 


Court Act by providing for the revoca- 
tion of letters or removal of trustees 
without citation where executors, admin- 
istrators, guardians or trustees invested 
funds of an estate in a security other 
than those defined in Section 111 of the 
Decedent Estate law, was passed sudden- 
ly by both houses and sent to the Gov- 
ernor. Your Committee lodged a pro- 
test with the Governor on the ground 
that the bill completely disregarded the 
terms of the instrument under which the 
fiduciary was acting and opened the way 
to contentions and costly litigation. The 
Governor vetoed the bill. 


From report of Committee on State 
Legislation at New York State Bankers 
Assn. Convention, June 20, 1936. W .A. 
Read, Chairman; Vice President, Cen- 
tral Hanover Bank & Trust Co., New 
York. 


ee 


Wisconsin Legislative Com- 
mittee Report 


A year ago at this time the 1935 legis- 
lature was in session and numerous bank- 
ing bills were pending. Only a brief re- 
port on legislative activities could then be 
made. Only a brief report is necessary 
now because of the fact that immediately 
following the close of the session, a book- 
let prepared by the committee and mailed 
to every association member explained in 
detail all bills pertaining to banking that 
had been introduced and the manner in 
which each had been disposed of. It is 
believed the membership is well informed 
relative to legislation enacted during the 
1935 session. 

The Legislative Committee will undoubt- 
edly seek to have certain statutes amended 
during the coming session of the legisla- 
ture., The proposed amendments include: 

1. Clarification of that portion of the 

Trust Fund law with respect to de- 
posit of trust funds in F.D.I.C. 
banks so there will be no question 
relative to the status of national 
banks. 

An amendment to exempt banks from 
the provisions of the Sales Contract 
Licensing law. ‘ 
Amendment or repeal of the Un- 
claimed Deposit Law. 


4. Repeal of the law passed at the last 
session providing for increasing 
debtors exemptions. 


So long as the majority of the members 
of the legislature are moratorium minded, 
it will undoubtedly be difficult to repeal the 
mortgage moratorium and deficiency judg- 
ment laws. While such laws are not de- 
sirable from the standpoint of the banks, 
they are far less desirable to those who 
wish to obtain loans. Laws of this char- 
acter simply retard recovery and work 
against the best interests of those they are 
intended to benefit. 


Robert B. Wood, Chairman, Wisconsin Bankers 
Assn. Committee. 


Date of N. Y. Legal List Changed 


The State Banking Department of New 
York has changed the date for issuance of 
the list of securities considered legal invest- 
ments from January to July 1st. 


A comparison of the new list with that 
dated December 2, 1935, discloses seventy- 
two removals and sixty-seven additions. 
Prominent among the additions are long 
term, low coupon issues, a reflection of the 
current low level of rate of interest which 
has stimulated refunding operations by 
obligors. 





Illinois Contemplates New Probate Code 


A Special Committee consisting of rep- 
resentatives of the Bar at large, the 
County and Probate Judges’ Association 
of Illinois and the Corporate Fiduciary 
Association of Chicago, working under 
the auspices of the Illinois State Bar As- 
sociation, has recently completed a 
rough draft of a new Probate Code. The 
Code combines in one chapter the statutes 
relating to Administration of Estates, 
Dower, Descent, Guardian and Ward, 
Lunatics and Incompetents, and Wills. 

It has been the aim of the Committee 
to retain such sections of the present 
statutes as are clear and which prescribe 
a desirable form of procedure and to 
avoid changes in substantive law. How- 
ever, in order to clarify or improve cer- 
tain sections of the present statutes and 
in an effort to facilitate procedure some 
changes in both adjective and substantive 
law have been incorporated in the rough 
draft of the proposed Act. Some of the 
major changes are as follows: 

Section 18 of the present Administra- 
tion Act does not permit a non-resident 
of Illinois to act as administrator in II- 


linois or to nominate a resident of II- 


linois to act. The new Act retains the 
limitations on the right of a non-resident 
to act as administrator but permits a 
non-resident to nominate a resident of 
Illinois to act in this capacity. 

As the statutes presently exist, mar- 
riage, after making a will, operates to 
revoke a will. This provision has been 
changed so that marriage no longer re- 
vokes a will. In order to assure the sur- 
viving spouse of a share in the estate of 
the deceased spouse where the deceased 
spouse has married after making a will, a 
provision has been incorporated permit- 
ting the surviving spouse to renounce the 
will and take a share of the deceased 
spouse’s estate even though the surviving 
spouse is not named in the will of the de- 
ceased. 

Where an executor seeks to exercise a 
power of sale under a will or where an 
executor or an administrator seeks to 
sell real estate to pay debts he is present- 
ly required to file a special bond in double 


the value of the real estate sought to be 
sold. The new Act provides that if the 
executor or administrator is a trust com- 
pany qualified to accept and execute 
trusts under the laws of the State of II- 
linois the trust company need not give a 
special bond under the foregoing circum- 
stances. 

The method of procedure on appeals 
has been changed to provide for appeals 
directly to the Appellate or Supreme 
Court, depending upon the nature of the 
case, from orders of the County or Pro- 
bate Court, instead of appealing to the 
Circuit Court and having a trial de novo 
as is the present practice in most cases. 

The foregoing change in the method of 
taking an appeal has necessitated provid- 
ing for a more elaborate form of proce- 
dure in a number of instances such as the 
trial of claims, citation to discover as- 
sets, etc. Accordingly there have been 
incorporated in the new Act sundry sec- 
tions relating to procedure which are in- 
tended to safeguard the interests of all 
parties concerned and to furnish an ade- 
quate record for the reviewing court in 
the event an appeal is taken. 

The question of renunciation under a 
will has been a very difficult one. Law- 
yers who are well versed in probate prac: 
tice not infrequently have disagreed on a 
construction of the present statute relat- 
ing to renunciation. These sections 
have been rewritten in such a manner as 
to clarify the law. 

At the present time claimants have one 
year from the date of the issuance of 
letters testamentary or of administration 
within which to file a claim. Under the 
new Act claimants are given 270 days in 
which to file their claims and it will be 
possible in most cases to close an estate 
within a year after letters testamentary 
or of administration have been issued. 

The provisions of the present statutes 
relating to investments by guardians and 
conservators are not uniform. The new 
Act removes this lack of uniformity and 
in addition contains provisions for other 
forms of investments not permitted un- 
der the present statutes. As an example 
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of this, the new Act provides that with 
the approval of the court a guardian or 
conservator may under certain circum- 
stances purchase common or preferred 
stocks which are listed by the recognized 
stock exchanges. 

There are several instances, for ex- 
ample in the sale of real estate to pay 
debts, where the present statutes provide 
that “The practice in such cases shall be 
the same, as near as may be, as in cases 
in chancery.” This provision has caused 
considerable trouble for the reason that 
it is often difficult to determine which 
sections of the Civil Practice Act of Il- 
linois relating to chancery practice are 
applicable in the Probate or County Court 
where the foregoing language is used. 
In order to obviate this difficulty the new 
Act contains a complete form of proce- 
dure so that the lawyer will not have to 
guess as to what form of procedure is 
applicable to his particular proceedings 
or form of action. 

In preparing the rough draft which is 
presently being circulated among the 
Bar, the Committee has only endeavored 
to lay the foundation for suggestions and 
comments from the Bar. It is contem- 
plated that after the lawyers have had 
an opportunity to submit their comments 
and suggestions the Committee will re- 
sume its activities and put the Act in 
final form. In other words, the Com- 
mittee has felt that if a new probate 
Statute is adopted it should represent the 
combined efforts of the Bar at large and 
the views of the Bar at large rather than 
the efforts and the views of a few mem- 
bers thereof. 


William M. James of Burke, Jackson 
& Burke. Chicago; Chairman of Special 
Committee on Revision of Probate 
Statutes of the Illonois State Bar Asso- 
ciation. 


A.B.A. Elections 


Leroy McWhinney, vice president of 
the International Trust Company at 
Denver was elected vice president of the 
trust company section of the Colorado 
Bankers Association at their convention 
in June. Arthur H. Titus, president of 
the County Trust Company at White 
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Plains, was elected vice president of the 
trust division at the New York State 
Bankers recent convention; and C. Paul 
Heavener, assistant trust officer of the 
Charleston National Bank, Charleston, 
W. Va., was elected trust division vice 
president for the State at the West Vir- 
ginia Bankers Association convention on 
June 26. 


Church as Financial Institution 


Reports of the proceedings at the Gen- 
eral Assembly of the Presbyterian Church 
in Canada meeting in Hamilton this week 
stated that two proposals of interest to the 
financial community had been discussed, 
one of them being the formation of a trust 
and loan company to provide loans for mis- 
sion congregations and Sunday Schools as 
well as needy members and _ adherents, 
while the other was a suggestion that the 
church should form its own fire insurance 
company to carry its own fire risks. 


These proposals are not new but no action 
has been taken and it is unlikely that there 
will be any action taken in this regard at 
this time, nor would such action seem to 
be advisable. 


The suggestion to form a trust and loan 
company is also open to objection, especial- 
ly: the part which suggests the loaning to 
individuals. Both are specialized fields sep- 
arate from the sphere of the Church. 


—Monetary Times, June 13, 1936 
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Connecticut Life Insurance and 
Trust Council 


The formation of the Connecticut Life 
Insurance and Trust Council by a group 
of trust officers representing practically 
every bank in Connecticut and promin- 
ent life insurance underwriters from the 
principal cities of the state has recently 
_ been announced. 


The objects of the council, which was 
founded at a meeting on June 8, 1936, at 
the New Haven Country Club, were de- 
clared to be: 


“To promote the interests of its mem- 
bers, to further the growth and scope of 
life insurance and trust business and the 
services which both types of business 
can render to life insurance policy hold- 
ers by the intelligent cooperation and un- 
derstanding of the proper relationships 
which each type of business bears to the 
other, to the clients of each and to the 
general public.” 


Alexander F. Stoltz, C. L. U., Mutual 
Benefit Life Insurance Co. was elected 
president of the new organization. Other 
officers are John R. Daniell, the Union 
and New Haven Trust Co., vice-presi- 
dent; Frank §S. Brainard, Phoenix Mu- 
tual Life Insurance Co., treasurer, and 
G. Harold Welch, The New Haven Bank, 
N. B. A., secretary. 


Members of the executive committee 
are William C. Fenniman, The Phoenix 
State Bank and Trust Company of Hart- 
ford; John R. Kellam, The Penn Mutual 
Life Insurance Co. of Norwalk; Robert 
S. Walker, The Colonial Trust Co., Wat- 
erbury; Richard H. Brown of Bridge- 
port, Connecticut General Life Insur- 
ance Co.; F. Glendon Hall, The Bridge- 
port City Trust Co., Bridgeport; and 
Robert E. Benjamin, C. L. U., of Hart- 
ford, The New England Mutual Life In- 
surance Co. 


Mr. Welch presided at the organization 
meeting and presented the speakers, who 
were Harry E. Sargent, secretary of the 
trust division of the American Bankers 
Association; Basil S. Collins, C. L. U., 
vice-president of the Old Colony Trust 
Company of Boston and past president 
of the Boston Life Insurance and Trust 
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Council; and Paul H. Conway, C. L. U., 
secretary of the National Association of 
Life Underwriters’ Committee for Co- 
operation with Trust Companies. These 
three speakers brought out the advan- 
tages of such a cooperative movement 
between trust officers and life insurance 
underwriters, not only for each other, 
but for the general public in the solution 
of its life insurance and financial prob- 
lems. 


Syracuse Life Insurance Trust 
Council Formed 


The life insurance and trust company 
council idea, which originated in Boston 
nearly six years ago and has proven a 
highly effective plan of promoting the 
mutual interests of these services, is pre- 
sently operative in two cities of New 
York. Rochester formed such a council 
in 1934, and the Syracuse Life Insurance 
Trust Council was organized about Jan- 
uary 1, 1936. 

Harold C. Beatty, president of the Sy- 
racuse council, advises Trust Companies 
Magazine that the present membership 
numbers fifteen, and that officers for the 
ensuing year are: 


President: Harold C. Beatty—vice 
president and trust officer, The Syra- 
cuse Trust Company. 

Vice President: Chester N. Clark— 
New York Life Insurance Company, 
Syracuse. 

Treasurer: Karl B. Rollins—Mer- 
chants National Bank, Syracuse. 

Secretary: John K. Brown—Aetna 
Life Insurance Company, Syracuse. 


June New Life Insurance Gain 


Showing an increase for the fourth con- 
secutive month, new life insurance produc- 
tion for June was 11.0 per cent more than 
for June of last year. The cumulative total 
for the first half of this year was 1.8 per 
cent less than for the corresponding period 
of 1935. 


For June, the new business of all classes 
written by the 42 companies was $774,123,- 
000 against $697,471,000 during June, 1935 
—an increase of 11.0 per cent. All classes. 
contributed to the increase. 





Pacific Coast Trust Conference Offers Exceptional 
Program 


Noted Speakers and Open Forum Discussions Featured 


W. J. KIEFERDORF 


Vice President and Senior Trust Officer, Bank of America N. T. & S. A. 
and General Chairman, 14th Regional Trust Conference of the Pacific Coast 
and Rocky Mountain States. 


OMPARATIVELY few Western 

trust men are privileged to attend 
the Annual New York Midwinter Trust 
Conference. This year, however, a Con- 
ference of almost equal importance will 
be brought to them in San Francisco, the 
occasion being the 14th Regional Trust 
Conference of the Pacific Coast and 
Rocky Mountain States, September 17, 
18 and 19. 

In view of the fact that the American 
Bankers Association Convention will be 
held just three days later, it will be pos- 
sible for representatives of trust institu- 
tions from every part of the United 
States to participate in the Conference. 

Ronald Ransom, Governor of the Fed- 
eral Reserve Board in charge of Trust 
Functions, will attend the Conference 
and present an address at the Friday af- 
ternoon session. Mr. Ransom was a 
former trust officer and subsequently 
executive vice-president of the Fulton 
National Bank of Atlanta, Ga. until his 
appointment to the Reserve Board. His 
discussion of Federal legislation affect- 
ing trusts was an outstanding presenta- 
tion of the American Bankers Associa- 
tion convention, last fall, and his address 
before the trust conference promises to 
promote stimulating and invaluable dis- 
cussion of regulation and management 
problems. 

One of the outstanding features of the 
program will be the address of Merryle 
Stanley Rukeyser, noted economist and 
writer on financial subjects for the 
Hearst newspapers, who will address the 
Conference on “What the Public Wants 
to Know About the Trust Business.” This 
representation of the attitude of the 


public toward institutions is a distinct 
innovation in Trust Conference pro- 
grams. 

H. N. Stronck of San Francisco, Tech- 
nical Advisor to Banks, speaking on 
“Adequacy and Methods of Corporate 
Fiduciary Charges” will present a new 
and unusually broad view of this import- 
ant subject. His long experience in the 
service of governmental agencies having 
jurisdiction over banks, the wealth of in- 
formation gained by him through analy- 
ses of the operations of hundreds of fin- 
ancial institutions, large and small, and 
his ability to prescribe specific remedies 
where needed, qualify him in a preemin- 
ent degree to speak on this subject. 

Howard A. Judy, of San Francisco, 
Regional Director of the Securities and 
Exchange Commission, speaking on the 
subject “Responsibilities of Corporate 
Fiduciaries under Blue Sky and Federal 
Securities Act’, will clarify major issues 
of this legislation. 

For the past two years, junior trust 
men in San Francisco and Los Angeles 
have been meeting in Seminar Study 
Groups for the purpose of educating 
themselves beyond the scope of American 
Institute of Banking trust courses which 
they previously completed. These Sem- 
inar gatherings afford opportunities to 
those whose daily duties are restricted 
to one division of trust business and en- 
able them to develop a broader viewpoint 
of all of the services of a trust depart- 
ment, and thus to equip themselves bet- 
ter for executive responsibilities in the 
future. In these study groups we can 
literally visualize senior trust officers in 
the making. 
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Since 1852 


When you are handling 
an estate that involves 


California property 


The oldest Trust Com- 
pany in the West will 
be glad to serve you. 
Correspond directly with 


Trust Department 


Wells Fargo Bank 
Union Trust Co. 


SAN FRANCISCO 


Member Federal Deposit Insurance 
Corporation 


The Saturday morning session of the 
Conference will be devoted to a demon- 
stration by the San Francisco Seminar 
Group of the manner in which one of 
their monthly programs is developed, and 
they have selected as an illustration “The 
Common Trust Fund” as the subject for 
discussion. The Los Angeles Seminar 
Group will be in attendance and will par- 
ticipate in the discussion. In the after- 
noon after the close of the Conference, 
these two Groups will consider their pro- 
grams for another year. The Program 
Committee believes that this session will 
be of the greatest interest not only to 
senior trust executives in larger cities, 
but also to smaller Corporate Fiduciary 
Associations seeking constructive pro- 
gram material. 

At the opening session of the Confer- 
ence on Thursday morning Blaine B. 
Coles, Vice President of the Trust Divi- 
sion of the American Bankers Associa- 
tion, will preside, and Merrel P. Calla- 
way, President of the Division, will speak 
on the aims and purposes of the Divi- 


sion. Mr. Callaway has announced that 
except for an executive meeting for elec- 
tion of officers there will be no Trust 
Division meeting during the American 
Bankers Association Convention. The 
Trust Conference will in effect take the 
place of that meeting and will be under 
the auspices of the Trust Division of the 
American Bankers Association. 

Taxation of income by the various 
states is one of the newer problems with 
which trust officers have to deal. An up- 
to-date presentation of this subject will 
be entrusted to Walter L. Nossaman, 
Trust Counsel, Security-First National 
Bank of Los Angeles. 

There has been an insistent demand 
upon the Program Committee for consid- 
eration of the question of the manage- 
ment of real property. Practices are 
somewhat different in various cities. The 
banks of Portland, Oregon, have long 
been leaders in direct management of 
real property. R. M. Alton, Trust Officer 
of the United States National Bank, 
Portland, Oregon, will speak on this sub- 
ject at the Conference. 

Investment and public relations prob- 
lems have not been neglected. An entire 
half-day session has been set aside for 
these subjects, but commitments have 
not been received from the speakers that 
have been chosen to lead the discussions. 
For this reason their names cannot be 
given to “Trust Companies” at this time. 

One of the valuable features of our 
Regional Conference is that speakers will 
be limited to thirty minutes so that a 
discussion from the floor may be had on 
each topic, and a broad exchange of views 
will thus be possible. 

While the Pacific Coast and Rocky 
Mountain States Regional Trust Confer- 
ence embraces more acreage than popu- 
lation, there are, nevertheless, 670 trust 
institutions in the area; it is our hope 
that all will be represented at this Con- 
ference. 


Charged with the responsibility for 
advising with the Program Committee, 
and for developing a maximum atten- 
dance from the respective states, repre- 
sentatives of each of the ten conference 
states will serve as members of the Gen- 
eral Committee. 





Sports Page Touch Is Urged For Corporation Reports 
To Stockholders 


C. M. CHESTER 
President National Manufacturers Association 
Digest of Address Before Institute of Public Affairs 


HE financial reports of corporations 

to their stockholders need the drama- 
tic vividness of the sports page, C. M. 
Chester, president of the National Asso- 
ciation of Manufacturers and chairman 
of General Foods Corporation, told the 
Institute of Public Affairs at the Univer- 
sity of Virginia July 10. 

“Some of us should confess that we 
have confused dignity and the sobriety 
of our responsibilities with dullish read- 
ing matter,” said Mr. Chester, after re- 
vealing to a round table session of busi- 
ness men, financiers and college econo- 
mists the results of two significant sur- 
veys made among 10,000 investors and 
400 leading corporations. 

“Shareholders’ statements,” he said, 
“should not be.over-worded confusions 
of technical phrases. They should be 
written with the same vivid clarity and 
interest-compelling narration as_ the 
briskly told sports page story of a base- 
ball game. 

“What is a shareholders’ statement 
but a dramatic account of a hard-fought 
contest against tax drains, competition, 
economic difficulties and production com- 
plications which the management wages 
on behalf of the spectators who, in this 
case, happen to be the owners as well? 

“Then, as in the baseball writer’s ar- 
ticle, at the end there should appear the 
‘box score’—the corporation’s financial 
statement. 

“Indeed, it is not too much to say that 
such corporation reports should have the 
human warmth of a Brisbane column, 
the hard-hitting factuality of an Asso- 
ciated Press dispatch, the worldliness 
and grasp of affairs of a Roy Howard 
interview. 

“Certainly there can be no more im- 
portant or more genuinely dramatic 
news than the affairs of business and in- 


”? 


dustry, upon which the majority of the 
country depend for its well-being.” 

The tabulations of answers to ques- 
tions sent to thousands of typical stock- 
holders throughout the country were 
read. Two-thirds of those who have 
thus far replied-said they were getting 
enough information from corporations in 
which they had investments, and that 
the corporation reports were frequent 
enough. 

Nine out of ten shareholders said that 
they were satisfied with the way corpora- 
tions replied to their queries, and about 
half were interested in more data con- 
cerning research and merchandising ac- 
tivities. 

“Four out of ten investors asked for 
more information regarding employee 
relations—indicating the social con- 
sciousness of people who have a genuine 
concern about the well-being of others.” 

The stockholders urged that corpora- 
tions give investors more information re- 
garding the effects of taxation and other 
legislation and about salaries and bon- 
uses. 

In a seeond survey made among 400 
corporations, Mr. Chester revealed that 
of those who have thus far replied four 
out of five reported the number of stock- 
holders had increased since 1929, and 
20 per cent of the companies said stock- 
holder attendance at meetings was great- 
er than ever. Seven out of ten compan- 
ies reported they give no tax informa- 
tion on a per-share basis. 

“We need to sell ourselves to our 
shareholders as painstakingly as we con- 
trive to sell our merchandise,” concluded 
Mr. Chester, who declared that business 
management served as a stabilizer in 
spreading the advantages of American 
business fairly among consumers, em- 
ployees, investors, and government. 
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Corporate Fiduciaries Associations 


Annual Report of Fiduciaries Section, District of 
Columbia Bankers Assn. 


DAVID BORNET 
Vice President National Savings and Trust Company and Chairman of the Section 


HE Fiduciaries Section consists of 

sixty-four delegates designated by 
the fifteen member banks of the Section, 
of which twelve member banks maintain 
departments to administer the trust busi- 
ness entrusted to such institutions. 


Pursuant to the by-laws of the Fidu- 
ciaries Section the several committees 
provided for were duly appointed and 
from time to time considered the subjects 
coming within the scope of such com- 
mittees. 


The Committee on Standardization has 
for its object the establishment of a uni- 
form schedule of fees to be charged by 
Trust Companies and Banks engaged in 
trust business, thereby leading to the 
elimination of harmful competition and 
doing a trust business without a fair 
profit. The degree of responsibility as- 
sumed by institutions engaged in a trust 
business makes it imperative that such 
institutions be fairly compehsated for 
services rendered. Institutions engaged 
in trust business should avoid the tempta- 
tion to obtain new business or maintain 
existing business by offering lower basis 
of compensation. Quality and character 
of trust service should be the inducement 
to a prospective patron. 


The Committee on Standardization of 
Trust Forms has for its object the adop- 
tion of universal forms for use by insti- 
tutions engaged in trust business where 
certain types of records are more or less 
in common use; as for instance, in main- 
taining current data for income tax pur- 
poses. The practical result of the adop- 
tion of universal forms would be to sub- 


stantially reduce the cost of printing or 
otherwise preparing the forms which, as 
many of us know, is a considerable item 
of expense. 

The Committee on Taxation has for its 
object the bringing to the attention of 
the Fiduciaries Section any important 
changes in the tax laws and regulations 
in so far as the same affects the admin- 
istration of estates and trusts. During 
the year this Committee arranged for a 
very practical and beneficial discussion of 
the 1935 Income Tax Law and Regula- 
tions pertaining thereto by an able and 
qualified representative of the Bureau of 
Internal Revenue. 

The Committee on Trust Investments 
has for its object the consideration of 
the subject of investments by institu- 
tions engaged in trust business, and its 
work is very important. The economic 
conditions which have existed now for a 
number of years have created a serious 
problem in this connection. The present 
committee has done splendid work and 
recently submitted a comprehensive re- 
port to the Fiduciaries Section recom- 
mending changes in court rules liberaliz- 
ing or widening the scope of require- 
ments for the investment of trust funds 
subject to the jurisdiction of the court. 
The Fiduciaries Section approved this 
report, which has been forwarded to the 
District of Columbia Bankers Associa- 
tion with suggestions as to the proce- 
dure to be followed in endeavoring to ac- 
complish said changes. It will be ob- 
served that the work of this Committee 
is proceeding along the most conserva- 
tive lines and is a matter to which the 
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District of Columbia Bankers Associa- 
tion should give early consideration. 

In addition to several meetings of the 
Section during the year a joint meeting 
was held with the Auditors’ Section. 
Harold A. Kertz, Esq., Assistant Trust 
Officer of the National Metropolitan 
Bank read a notable paper entitled, “The 
Obligations and Duties of a Corporate 
Fiduciary.” Mr. R. S. Quinn of the 
Washington Loan and Trust Company 
read an excellent paper entitled, “Inter- 
nal Audit Procedure and Examination.” 

The meeting was very interesting and 
joint meetings between sections of the 
District of Columbia Bankers Associa- 
tion should be encouraged. 

It will be observed therefore that the 
Fiduciaries Section occupies a responsi- 
ble niche in the constructive work of the 
District of Columbia Bankers Associa- 
tion. 


Report of Committee on Trust 
Functions, New York State 
Bankers Association 


Your Committee held a meeting which was 
attended by the chairman of your Commit- 
tee on State Legislation and prepared to 
initiate legislation on various matters in- 
cluding those referred to in its last annual 
report. However, the Committee concluded 
that no efforts toward securing the enact- 
ment of remedial 
made this year. As the result of this de- 
cision, your Committee is able to report 
but limited progress. 

However, conferences were held with 
trust executives in at least two up-state 
centers. These were helpful in securing 
data and ascertaining the viewpoint of 
those vitally concerned in the questions at 
issue. It was found that even within a 
given city the problems of institutions and 
the viewpoint of executives were by no 
means similar. It is obvious that such com- 
munity conferences, held in various parts 
of the State, are necessary in reaching a 
common understanding and developing a 
program to bring the necessary. relief. 
Small gatherings limited to those responsi- 
ble for policy decisions within their re- 
spective institutions are most effective. A 
series of four district conferences might 
well be arranged in the early fall to fur- 
ther agreement on the best solution of our 


legislation should be’ 


Setect BARRE Memoriats, created from the world’s 
finest granite—Setect Barre Granite—clearly re- 
flect in their designs and workmanship, the widely 
acknowledged leadership of Barre craftsmen. 
Whether your selection be a simple tablet or an 
imposing mausoleum, you can be assured of a 
thoroughly sound and satisfactory investment by 
your insistence upon a Select Barre Memorial— 
always identified by the trade-mark below. Send 
for a copy of, “The Book of Memorials.” 


Trust officers will find the counsel of 
their local Select Barre dealer of mate- 
rial aid to them in all memorial matters. 
Feel free to consult him at any time. 


Tue BARRE GRANITE ASSOCIATION 
VERMONT 


“SELECT BARRE GRANITE 


~This word (Select) identifies BARRE GRANITE of the 
finest quality, selected and sponsored by over one hun- 
dred leading manufacturers and quarried by J. K. Pirie 
Estate, E. L. Smith & Co., The Wells-Lamson Quarry Co., 
and the Wetmore & Morse Crinite Co. 


BARRE, VERMONT 
| “The Granite Center of the World” 


major problems. A brief restatement of our 
common problems follows: 

Mortgage Service Fee. Trustees can not 
be expected to service mortgages adequate- 
ly nor to continue to invest trust funds in 
mortgages unless a separate service fee 
over and above the trustee’s commissions 
on income is authorized by statute. The 
present emergency statute will expire in 
1937. Provision should be made for a per- 
manent state dealing adequately with this 
subject. Your Committee has prepared a 
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suggestion which has been favorably re- 
ceived in many quarters. 

Treatment of Existing Mortgage Invest- 
ments and Participation Certificates—This 
question deserves a more fundamental ap- 
proach than was given the matter by the 
last Legislature. Your Committee appealed 
for postponement of any action until a com- 
prehensive solution could be developed. All 
phases of mortgage investments should be 
thoroughly studied with a view to retain- 
ing this desirable form of investment in the 
portfolios of trusts. 


Statute Defining Legal Investments — 
Those having experience in both trust ad- 
ministration and in the field of investment 
must take leadership in this matter. No 
halfway measure will do justice to the sit- 
uation. There is considerable well informed 
opinion in favor of the “Massachusetts 
rule”. Those favoring this rule declare 
that no statutory limitations can operate 
so safely and satisfactorily as the rule of 
reason and prudence. 


Common or Mutual Funds—An increas- 
ing interest is shown in this subject by 
those who believe that only through the 
common fund can the small trust receive 
equal advantages with the large trust. 

Interest Rules—Laws requiring payment 
of interest on trust funds. must be equitable 
and reasonable. 


Tax Laws—Burdensome procedure and 
divergence of law and procedure between 
State and Federal jurisdiction should be 
minimized. It would seem that the early 
organization of a new committee would be 
desirable to enter upon the full program 
here outlined and to cooperate with your 
Committee on State Legislation in advanc- 
ing statutory relief. 


It may not be amiss here to- refer to reg- 
ulations recently promulgated by the Fed- 
eral Reserve Board to govern the review of 
trust investments by national banks acting 
in fiduciary capacities. These regulations 
undertook to specify the frequency with 
which a committee of the Board should 
make such reviews and otherwise to super- 
vise the investments held in various trust 
capacities. It is conceivable that state au- 
thorities or the Federal Deposit Insurance 
Corporation may follow the lead of the Fed- 
eral Reserve Board in this respect. Thus, 
special important attaches to the whole 
subject.*** 

When public authorities undertake to lay 
down investment review requirements, it 
savors of an attempt to define what con- 
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stitutes reasonable diligence. This will in- 
evitably lead to stricter rules in the course 
of time and to the virtual regimentation of 
boards and institutions in their technical 
operations. 

It must be apparent to those familiar 
with such subjects that any effort to de- 
fine due diligence in specific terms would be 
futile. What would constitute reasonable 
diligence in one situation would not meet 
the requirements for more frequent watch- 
fulness in other situations. Confusion and 
increased liability for the corporate fiduci- 
ary is likely to result from any attempt to 
promulgate such regulations. 

Furthermore, the regulation in question 
gives no credit to staff reviews as distin- 
guished from board and committee reviews. 
The true test of any institution’s investment 
performance should be—Did the Corpora- 
tion as such, either through its Board or 
its staff, or both, exercise due diligence? 
And, secondly, did the Board exercise rea- 
sonable supervision over its staff to make 
sure that it operated efficiently and with 
due diligence? 

Your Chairman views with concern any 
attempt to set up technical standards in 
matters where discretion must be given 
large play. 

William H. Stackel, Chairman: 
Vice-Pres. & Trust Officer, Secur- 
ity Trust Co., Rochester. 


Changes in Pennsylvania Legal 
Investments 


The latest changes in eligible trust in- 
vestments in Pennsylvania reported by the 
committee on trust investments of the Penn- 
sylvania Bankers Association are as fol- 
lows: Removals because of redemption — 
Bronx Gas & Electric Company ist and 
Ref. 5s, 1960; Brooklyn Edison Company, 
Inc., Gen. 5s, “E,” 1952 and Gen. 5s, “A,” 
1949; Chicago Union Station Company 1st 
“A,” 4%s, 1963, and 1st “B,” 5s, 1963; 
Cincinnati Union Terminal Company ist 
“B,” 5s, 2020, and 1st “A,” 414’s, 2020; In- 
dianapolis Union Rwy. Company Gen. & 
Ref. (now ist); “A,” 5s, 1965; Narragan- 
sett Electric Company ist 5s, “B,” 1957, 
and ist 5s, “A,” 1957; Potomac Electric 
Power Company Cons. 5s, 1936, and Roches- 
ter Railway & Light Company Cons. 5s, 
1954. Additions to the list are the Brook- 
lyn Edison Company Cons. 3%s, 1966, and 
the Chicago, Burl. & Quincy R. R. Company 
Eq. Tr. 2%s due 1946. 





Personnel Changes in Trust Institutions 


CALIFORNIA 

San Francisco—Directors of the San 
Francisco Bank on June 9 elected Fred A. 
Cellarius to a vice presidency of the insti- 
tution. He has been connected with the 
bank for thirty years and at the time of 
his election was manager of the West Por- 
tal Branch. At the same meeting, Alfred 
R. Tuckey, assistant manager of the West 
Portal branch, was made an _ assistant 
cashier. 

Stockton—Bank of America, N. T. & S. A. 
has announced the appointment of William 
H. Batten as trust officer in charge of the 
Stockton trust district, with headquarters 
at the Stockton main office. Mr. Batting, 
a former attorney, who studied law under 
the late President Wilson, joined Bank of 
America in 1927 as a member of the trust 
department in San Francisco, and from 
there went to Stockton to organize the 
bank’s Stockton trust division. He succeeds 
the late George S. Finkbohner, who was also 
well known in legal and trust circles of the 
San Joaquin Valley. 


CONNECTICUT 
Meriden—Anthony E. Tomasseti has been 
made assistant treasurer of the Puritan 
Bank and Trust Company. He has been 
connected with the bank for the past ten 
years and succeeds William L. Dickson, re- 
signed. 


GEORGIA 

Atlanta—The Trust Company of Georgia 
has announced the election of L. O. Hug- 
gins as assistant secretary. Mr. Huggins 
joined the bank 
in 1924, and 
succeeds A. H. 
Stevens, who 
was recently 
appointed reg- 
istrar of the 
Federal Land 
Bank at Col- 
umbia, S. C. 


Augusta — 
Sherman 
Drawdy has 
been made 
vice president 
and cashier of 
the Georgia 


Charles Francis Adams, newly elected chairman of the board, and 
Allen Forbes, president, State Street Trust Company of Boston. 


Railroad Bank and Trust Company, suc- 
ceeding Lee S. Trimble, who resigned in 
June. Mr. Drawdy, who was elected vice 
president and comptroller last January, is 
well known in banking circles in Florida 
and Georgia, and has served as bank exam- 
iner in both states. 

Augusta—Robert C. Bailie, formerly as- 
sistant cashier and trust officer of the 
National Exchange Bank, has been pro- 
moted to the position of vice president and 
trust officer. J. H. Wilkinson has been 
elected assistant cashier. 

Augusta—S. W. Perry has become comp- 
troller for Citizens & National Bank. He 
was formerly connected with M. H. Barnes 
& Co. of Savannah, and prior to that time 
was with the Citizens & Southern National 
Bank at Savannah. 


ILLINOIS 

Chicago—J. J. Robinson, tax counsel for 
the Chicago Title & Trust Company for the 
past ten years, resigned his position on 
June ist and has opened offices in the Bank- 
er’s Building. He will specialize in federal 
and state inhertiance taxes, wills and 
trusts. 

Highland—A. L. Tschmannen, formerly 
vice president of the State & Trust Bank, 
has accepted a position as manager of the 
St. Louis office of Burt, Nelson & Ramser 
Company, investment firm of Chicago. 


KENTUCKY 

Covington—H. J. Humpert has been elect- 
ed vice president and a director of the First 
National Bank 
& Trust Com- 
pany. He was 
formerly cash- 
ier. B, Bram- 
lage, a direct- 
or, was also 
elected a vice 
president, and 
H. W. Kim- 
merle, who 
was formerly 
an assistant 
cashier was 
promoted to 
cashier and 
trust officer. 


107 





108 


KANSAS 


Wichita—E. A. Watkins has been elected 
active vice president of the Union National 
Bank. 


MARYLAND 


Baltimore—James G. Renshaw has been 
named an assistant trust officer of the 
Equitable Trust Company. 


MASSACHUSETTS 


Boston—National Shaumut Bank has an- 
nounced the promotion of Horace Schermer- 
horn to vice president and assistant trust 
officer. Mr. Schermerhorn joined National 
Shawmut in 1925, was active in Shawmut 
Corporation until its liquidation, and has 
since been head of the investment depart- 
ment of the bank. He will at once assume 
general supervision of the trust department 
under F. A. Carroll, vice president. 


Boston—The New England Trust Com- 
pany hag announced the appointment of 
four associate trust officers; Thomas G. 
Brown, A. Lawrence Hopkins, Francis B. 
Lothrup, and Myles Standish, Jr. 


MISSOURI 
Kansas City—Earl W. Deputy has been 


appointed assistant trust officer of the City 
National Bank & Trust Company, succeed- 


ing the late Eric H. Henderson. Mr. 
Deputy was for 19 years assistant trust 
officer of the now defunct Exchange Trust 
Company of Tulsa, Oklahoma. 


NEW JERSEY 


Newark—The board of managers of the 
Howard Savings Institution has_ elected 
William L. Maude vice president. Mr. 
Maude joined the bank in 1932 as manager 
of the real estate department. 


NEW YORK 


Binghampton—Steward W. Morse, who 
has been assistant cashier and assistant 
trust officer of the City National Bank has 
been made trust officer. 


Honeoye Falls—Wilson Hamilton, presi- 
dent of the State Bank of Honeoye Falls, 
has been elected a vice president of the 
Central Trust Company of Rochester, and 
will continue to serve as head of the form- 
er bank. Arthur F. Burson, who has been 
with the Central Trust Company for 20 
years, and served for the past 4 years as 
manager of its Brighton branch, has been 
appointed manager of the Honeoye Falls 
bank. 
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Hudson Falls—Clifford W. Higley, Jr., 
formerly executive vice president of the 
Sandy Hill National Bank, has been elected 
president, to succeed Harry L. Broughton. 
From 1924 until 1926, Mr. Higley was as- 
sociated with the Irving Trust Company, 
New York City. 

New York—Fiduciary Trust Company 
has announced the election of Darley Ran- 
dall to an assistant vice presidency. Mr. 
Randall has been associated with the in- 
vestment department for the past 3 years. 

New York—Charles Kenneth Hobson and 
Henry S. Saunders have been appointed 
assistant vice presidents of the Public Na- 
tional Bank & Trust Company. Mr. Hobson 
and Mr. Saunders were formerly assistant 
cashiers. 


New York—At a recent board meeting, J. 
Henry Schroder Trust Company elected 
Thomas A. Shields vice president and trust 
officer, Harold A. Sutphen, vice president, 
William A. Tucker, treasurer and Henry 
Bauer, secretary. 


New York—Robert V. Lee and Harold 
J. Marsh were appointed assistant treas- 
urers of the Chemical Bank & Trust Com- 
pany at the regular meeting of the board 
of directors on July 9. 


New York—At a recent meeting of the 
executive committee of the City Bank 
Farmers Trust Company, J. E. Morris, 
formerly assistant secretary, was appointed 
assistant vice president. After graduating 
from Polytechnic Institute, Mr. Morris join- 
ed Franklin Trust Company in 1919, and 
later the Bank of America. He came to 
the trust department of City Bank Farmers 
Trust Company at the time of the consol- 
idation in 1931. 


Rochester—D. R. Chamberlain, vice pres- 
ident of the Central Trust Company has 
also been named associate trust officer, and 
E. M. Vogel, assistant trust officer. Thomas 
J. Sercu is vice president and trust officer 
of the institution. 


NEW JERSEY 


Paterson—Wilfred E. Riley, formerly 
cashier and trust officer, has been elected 
vice president and trust officer of the First 
National Bank. 


PENNSYLVANIA 


Meadville—E. H. Dilley, assistant secre- 
tary and auditor of the Crawford County 
Trust Company has been made secretary. 
Max D. Nickols, teller, has been promoted 
to assistant secretary. 











Philadelphia—The board of directors of 
the Fidelity-Philadelphia Trust Company 
has elected John H. Wood, William A. Smith 
and Henry D. M. Sherrerd assistant secre- 
taries. 


Pittsburgh—Carroll P. Davis, formerly 
trust officer and vice president of the Union 
Trust Company, retired on July 1, having 
382 years of service. After practicing law 
for 10 years, Mr. Davis joined the staff of 
the trust department in 1904 and was ap- 
pointed assistant trust officer two years 
later. He was made trust officer in 1918, 
and in 1931 was given the additional title 
of vice president. 


Pittsburgh—Charles W. Dodson and 
James D. Harlau have been elected assist- 
ant trust officers of the Peoples-Pittsburgh 
Trust Company. 


Pottsville—John G. Callender, who has 
been assistant trust officer of the Miners 
National Bank since 1935, has been elected 
trust officer. He is a graduate of the Uni- 
versity of Pennsylvania and a member of 
the Schuykill County Bar Association. Mr. 
Callender succeeds M. Monroe Myers, who 
will devote his entire time to his duties as 
cashier. 


Reading—John J. Beaver has been named 
a vice president of the City Bank & Trust 
Company of Reading. 


TENNESSEE 


Knoxville—James L. Brownlee has been 
elected vice president and treasurer of the 
Commonwealth Trust Company, succeeding 
his brother the late W. M. Brownlee. 


Knoxville—W. E. Newell of the Fidelity- 
Bankers Trust Company has been named 
assistant trust officer, and Robert A. Cul- 
ver, assistant manager of the bank depart- 
ment. Both are new positions, recently 
created by the board of directors. 


TEXAS 


El Paso—The State National Bank has 
announced two promotions: George G. Mat- 
kins to a vice presidency of the bank and 
Forrest M. Smith to a cashiership. Mr. 
Matkins was formerly cashier, and Mr. 
Smith, assistant cashier. 


Fort Worth—John N. Sparks has been 
named president of the First National Bank, 
to succeed T. B. Yarbrough, who has been 
made chairman of the board. R. M. Bowen 
has been made executive vice president. 


TRUST COMPANIES 






109 





San Angelo—Claude Gibbs, Jr., has been 
named active vice president of the Central 
National Bank, and Jack Ransom, cashier. 
Both of these positions were left vacant by 
the death of the late O. C. Cartwright. Mr. 
Gibbs has been vice president and assistant 
trust officer of the bank and Mr. Ransom 
has been assistant cashier. 


UTAH 


Salt Lake City—Reed E. Holt has been 
elected trust officer of the Walker Bank & 
Trust Company. He joined the bank in 
1923 after gaduating from Brigham Young 
University with a science degree in ac- 
counting and served as assistant trust of- 
ficer for 10 years prior to his recent ap- 
pointment. 


VIRGINIA 


Richmond—Robert A. McPheeters has 
been made an assistant trust officer of The 
Central National Bank. 


WISCONSIN 


Milwaukee—William G. Brumder John 
S. Owen and Joseph W. Simpson, Jr., have 
been made vice president of the First Wis- 
consin National Bank, and Phillip J. Dries, 
assistant cashier. Mr. Brumder and Mr. 
Owen were formerly assistant vice presi- 
dents, and Mr. Simpson was once president 
and in charge of the bank’s credit depart- 
ment. 







CANADA 


London—W. A. Hay has joined the staff 
of the London & Western Trusts Company 
as trust officer. He was formerly chief 
trust officer at the Winnipeg branch. 





Trust Institution Briefs 


Phoenix, Ariz.—The Valley National 
Bank of Phoenix has been authorized to 
maintain branch offices in the following 
places, all in the State of Arizona: Town of 
Chandler, Town of Willcox and Precinct of 
Springerville. 


Inglewood, Cal.—Bank of America, N. 
T. & S. A. has been authorized to operate 
a branch in Inglewood and it has opened 
with L. E. Grill acting as manager. This 
is the 443rd branch in the bank’s statewide 
system serving 273 communities. 


Pamona, Cal.—The First National Bank 
held “open house” recently in commemor- 
ation of its 50th anniversary. The bank- 
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ing offices were decorated with 36 baskets 
of flowers received by the institution, and 
congratulatory messages came from friends 
in Pomona and other cities. Practically 
every coast banker of prominence and many 
others attended the golden anniversary 
banquet. C. L. Wright is chairman of 
the board, W. A. Kennedy, president, and 
C. A. Steadman is in charge of the trust 
department. 


New Haven, Conn.—William G. Cleaver, 
trust officer of the First National Bank & 
Trust Company for the past eight years, 
has been appointed treasurer of the City of 
New Haven. He will continue to serve 
as trust officer of the bank. 


St. Petersburgh, Fla—W. W. McEach- 
ern, president of the Union Trust Company, 
and a group of associates, have purchased 
a large block of the institution’s stock form- 
erly owned by Nat B. Brophy, chairman, 
and Mr. Brophy has retired from active 
service. He is succeeded by C. E. Lowe, as 


chairman, but will continue as a director. 
Mr. McEachern has announced that there 
will be no change in the policies of the 
bank, which operates as a home-owned in- 
stitution, interested in sound local devel- 


opment. 


Atlanta, Ga.—H. Lane Young, vice pres- 
ident and executive manager of the Citi- 
zens and Southern National Bank has been 
elected president of the Georgia Bankers 
Association. Walter S. Cothran, vice pres- 
ident and trust officer of the National City 
Bank, Rome, has been elected vice president 
of the Association. 


Chicago, Ill.—Earl C. Kratzer, assistant 
trust officer of Pioneer Trust & Savings 
Bank, has been elected president of the 
Chicago Chapter of the A. I. B. 


Louisville, Ky.—Formal opening of the 
Peoples Bank took place several weeks ago. 
James B. Brown, former president of the 
old National Bank of Kentucky is chairman 
of the institution, and Edwin J. Helck is 
president. 


Bar Harbor, Me.—The Bar Harbor Bank- 
ing & Trust Company has asumed the de- 
posit liabilities of, and acquired certain 
assets, from the Lubre Trust & Banking 
Company of Lubre, which will be operated 
in the future as a branch of the Bar Har- 
bor bank. 


St. Louis, Mo.—W. G. Frazier, trust of- 
ficer of St Louis Union Trust Company, 
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has been elected president of the Corporate 
Fiduciaries Association of St. Louis. Theo- 
dore H. Wigge, trust officer of Security 
National Bank Savings & Trust Company 
was elected first vice president, R. N. Ar- 
thur, assistant trust officer of the Missis- 
sippi Valley Trust Company, second vice 
president, John G. Houlihan, assistant trust 
officer of Mercantile Commerce Bank & 
Trust Company, secretary, and Clarence 
D. Cowdery, assistant trust officer of Boat- 
man’s National Bank, treasurer. 


Jersey City, N. J.—The trust department 
of the New Jersey Title Guarantee & Trust 
Company is now located at the company’s 
Journal Square office in Jersey City. 


Newark, N. J.—The Columbus Trust 
Company has assumed the deposit liabil- 
ities and acquired certain assets from the 
Central Bank & Trust Company. The of- 
fice of the latter will be operated as a 
branch of the former. 


New York, N. Y.—The board of direc- 
tors of the Chase National Bank have au- 
thorized retirement of the entire outstand- 
ing issue of $50,000,000 of preferred stock. 
This preferred stock has been called for 
payment at par and accrued dividends to 
August, and payment was made on June 17 
to the Reconstruction Finance Corporation 
of the $46,222,160 held by it, with dividends 
accrued to that date. Holders of the re- 
maining preferred stock, $3,777,840, may 
also receive immediate payment by pre- 
senting their certificates to the bank prior 
to August 1, receiving par and accrued 
dividends thereon to the date of delivery. 
In connection with the retirement, the 
board directed the release of $49,520,000 
from reserves previously set up by the 
bank but no longer required for that pur- 
pose because of recoveries realized and by 
reason of present sound values. This sum, 
so released and $750,000 now standing to 
the credit of the preferred stock retirement 
fund, has been added to the bank’s surplus 
of $50,000,000. The board’s action in re- 
tiring the preferred stock and increasing 
the suplus to 100% of common stock will 
result in eliminating annual dividend re- 
quirements of $1,806,667.60 on the preferred 
stock and will make it unnecessary to con- 
tinue transferring 10% of net earnings to 
the surplus prior to the declaration of com- 
mon dividends. 


New York, N. Y.—Manufacturers Trust 
Company will open 3 additional offices in 








the Bronx, at 701 Allerton Avenue, 5 West 
Burnside Avenue and Pelham Parkway at 
White Plains Road. These offces have been 
occupied by Bank of Manhattan Company, 
which will discontinue them on July 31. An 
arrangement between the two banks pro- 
vides that business formerly handled by 
the Bank of Manhattan Company at the 
above locations will be transferred to Man- 
ufacturers Trust Company, and it is con- 
templated that the present personnel will 
remain. 


Walton, N. Y.—Plans have been approv- 
ed by the shareholders of the First Nation- 
al Bank Trust Company and the First Na- 
tional Bank in Sidney to form a merger, 
the new institution to be known as the 
First National Bank & Trust Company. The 


combined deposits will be $3,250,000 and 


the total assets nearly $4,000,000, making 
it the largest rural bank in New York 
State. Plans have been made to open a 
branch office in Franklin, which is now 
without banking facilities. 


White Plains, N. Y.—Plans have been 
approved for a merger of the Caleb Heath- 
cote Trust Company of Scarsdale with the 
County Trust Company. The combined cap- 
ital of the merged banks will be $580,000, 
total surplus and undivided profits of about 
$1,150,000, and deposits of about $12,300,- 
000. 


Burlington, N. C.—The Security First 
National Bank of Greensboro has opened 
a branch office in Burlington. W. W. 
Woodley, Jr., formerly assistant cashier 
of the Greensboro office has been elected 
a vice president and will be in charge of 
the new branch. 


Durham, N. C.—Construction work has 
been started on a new 17 story structure 
which will be known as the Home Bank 
Building and when completed will house the 
modern quarters of the Durham Loan & 
Trust Company and other offices. The 
bank will use the basement of the building 
for its safety deposit vault, coupon booths 
and storage, and the three offices on the 
second floor for its trust department, of 
which W. W. Sledge is trust officer in 
charge. 


East Pittsburgh, Pa.—Limited trust 
powers have been granted the First Na- 
tional Brank & Trust Company. 


Johnstown, Pa.—Plans have been formu- 
lated for the organization of a new nation- 
al bank, to be known as the National Bank 
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& Trust Company of Johnstown, to be cap- 
italized at $300,000, and have a surplus of 
$75,000. The new bank will be located in 
the former quarters of the old First Nation- 
al Bank. 


Columbia, S. C.—A new State Board of 
Bank Control has been appointed dy Gover- 
nor Olin Johnson. E. P. Miller, State treas- 
urer, continues ex-officio chairman of the 
board under a 1936 act replacing the tem- 
porary board with a permanent organiza- 
tion. The other four members appointed 
by Governor Johnson, as announced on July 
11 are Robert Gage, president of the South 
Carolina Bankers Association and vice pres- 
ident and cashier of the Commercial Bank 
at Chester; C. G. Padgett, president of the 
Bank of Walterboro; W. B. Cassels, cashier 
of the Ellenton Cash Depository and E. O. 
Black of Columbia. 


Memphis, Tenn.—Purchase of 40,000 
shares of the Union Planters National 
Bank & Trust Company from the American 
National Bank of Nashville, involving 
slightly more than $1,250,000, has returned 
control of the institution to local interests. 
During the past year the group of direc- 
tors and stockholders have acquired about 
75,000 shares from out-of-town people, 
chiefly from banks in New York, St. Louis 
and Nashville, as part of their plan to 
return ownership and control to home peo- 
ple, who have evidenced their faith in the 
stability of the institution, its steady 
growth and expansion, and its future, 
which is so closely tied up with Memphis 
and the Central South. 


Austin, Tex.—The Fidelity Mortgage 
Company has been converted to the Fidel- 
ity Trust Company and granted a charter 
as a State Bank with full banking powers. 
The new institution is the only State bank 
in operation in Austin. 


Salt Lake City, Utah.—John M. Wallace, 
vice president and trust officer of the Walk- 
er Bank & Trust Company has been elected 
president of the Salt Lake City Chamber 
of Commerce. 


TENNESSEE 


Lebanon—O. W. Stephens, prominent 
Smith County banker, has succeeded W. B. 
Hayes as cashier and active vice president 
of the Lebanon Bank & Trust Company. 
He has purchased a majority of the stock 
from the American National Bank of Nash- 
ville. 





Developing Trust New Business 


Trust Under Wills 


It happens often to those of us who 
are accustomed to hearing the terms used 
in a trust department to forget that the 
prospective trust customer is unfamiliar 
with our terms and phraseology. The 
Fifth Avenue Bank of New York is cur- 
rently using a booklet whose language is 
simple, direct and understandable by all. 

In our efforts to persuade a reluctant 
public to become trust minded, a clear 
conception of our meaning is most im- 
portant. 

Below is reprinted the text of the 
booklet. A foot note is used defining 
beneficiary and remainderman. 


It is the natural desire of every perso” 
to make the best possible disposition of hi: 
estate. He wishes to insure its equitable 
division and, thereafter, its proper man- 
agement and conservation. 

In order to accomplish the latter pur- 
pose it is necessary to weigh carefully the 
characteristics, ability and experience of 
those to whom he proposes to intrust this 
responsibility. Are the beneficiaries suffi- 
ciently mature to undertake the management 
of property; have they had enough exper- 
ience; are they equipped to undertake the 
burden of estate management? 

If there is doubt as to the answer, the 
creation of one or more trusts under one’s 
will is usually the most satisfactory solu- 
tion. 


Purposes of Trusts 

The testamentary trust is a simple and 
flexible instrument which can be adapted 
to meet almost any set of conditions. Es- 
sentially it provides a means by which a 
person may transmit property and at the 
same time provide for its administration by 
an agent of his own choosing, with such re- 
strictions as may seem prudent. 

In more specific.terms—a father may es- 
tablish a trust for his children so that they 
may be assured of the education which he 
has planned for them. Or, he may estab- 
lish a trust for a married daughter as a 
financial safeguard should her husband suf- 


fer unforeseen business reverses. Similar- 
ly a husband may, by means of a trust, 
create for his wife the security which prop- 
erty provides, without its attendant anx- 
ieties. 

In addition to these general instances 
there are many special cases where a test- 
amentary trust is advantageous. A par- 
ent may wish to prevent his children from 
handling the principal of their inheritance 
until they have gained financial experience. 
He may desire to create an income for an 
old friend or retainer of the family. In 
fact, a trust is the ideal medium by which 
to provide an income for any specific pur- 
pose. 

The maker of a trust has a wide choice 
-* methods at his disposal. He may trustee 

_ estate in whole or in part. He may 
restrict the type of investments or give full 
discretion to the trustee. He may make 
provision for payments of principal to the 
beneficiary upon arriving at certain ages 
or in specific emergencies. The terms of a 
trust are adaptable to the maker’s wishes. 

The fundamental problem, however, is 
the selection of a trustee, fitted by train- 
ing and experience to protect the interests 
of both beneficiaries and remaindermen. 


Advantages of a Corporate Trustee 


Investment problems have become in- 
creasingly complex due to the growth of 
corporations and changing social and econ- 
omic conditions. Few individuals have 
specialized knowledge of such varied mat- 
ters as securities, tax laws, and real estate 
—all of which are usually essential to the 
conservation and management of an estate. 

A competent trustee must be an exper- 
ienced judge of security values. He must 
have both the time and the ability to main- 
tain constant supervision over the invest- 
ments in the trust, disposing of those which 
may seem undesirable for any reason and 
making suitable reinvestments. He must 
be familiar with the management of real 
estate and other properties. And in addi- 
tion his records must be kept in such order 
that he may give a full and accurate ac- 
counting of his trusteeship at any time- 
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By naming a bank as trustee under your 
will, you delegate these duties to a diversi- 
fied group with specialized experience who 
make the settlement of estates and the ad- 
ministration of trusts their particular bus- 
iness. 

In addition the Fifth Avenue Bank has 
continued existence. It cannot, as in the 
case of an individual, be absent, become 
ill, or die. It is always available. It has 
ample financial responsibility and a long 
history of conservative management. These 
factors are reflected in the steady growth 
of its trust business. 


Investment Management 


A difficult but vitally important function 
of the trustee, is to give to the securities 
composing the trust the skilled attention 
which they require today. 

At the Fifth Avenue Bank, as each trust 
is accepted, its holdings are carefully anal- 
yzed by a group of experienced men who 


have for their guidance the data acquired | 


by our Statistical Department. If these : 
felt to be inadequate, every effort is made 
to inquire further into the subject through 
special investigation. 

On the basis of this study, recommenda- 
tions are made as to the retention or sale 
of each security. These recommendations 
are then reviewed by an Officers’ Trust 
Committee and finally by our Directors’ 
Trust Committee. Like other members of 
our board, these directors take as active and 
continuous an interest in the trust activi- 
ties of the Bank as in its general bank- 
ing affairs. 

After the holdings of a trust are finally 
approved, they continue under constant 
scrutiny. 

As each new development is reported by 
the Statistical Department, the securities 
affected are reviewed again to determine 
if their desirability from a trust standpoint 
has been affected. If, in consequence, in- 
vestment changes are considered advisable, 
they are made after review by the above 
mentioned committees. 

In addition to these constant reviews of 
individual securities, reviews of the trusts 
as units are made regularly to insure the 
various types of securities being maintain- 
ed in proper proportion. 

In this complex and rapidly changing 
era, we believe that only through such sys- 
tematic and constant analysis is it possible 
to minimize investment hazards. 

Real estate and property management, 
at the Fifth Avenue Bank, are under the 
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care and supervision of men trained in this 
type of work. Here, too, it is necessary to 
study values; to deal intelligently with 
tenants, oversee the upkeep of land and 
buildings, keep the proper insurance in 
force and taxes paid, and make necessary 
improvements, so that income from the 
property may be safeguarded and, if pos- 
sible, increased. 


Co-trustees 

An individual is frequently named with 
a corporation as co-trustee. Under certain 
circumstances it is desirable to name a per- 
son who is familiar with the intimate af- 
fairs of the family and with the purposes 
which the maker of the trust desired to 
effect. Under such conditions we welcome 
the appointment of a co-trustee. 


Relations with Attorneys 

It has always been the policy of the 
Fifth Avenue Bank to work in the closest 
possible cooperation with the family at- 
‘arney; not only because we consider this 

be equitable practice, but also because 
it enables us to obtain an interpretation 
of the maker’s wishes and intent from the 
one most closely associated with him in 
drawing the instrument. 


Personal Relationships 

Where a trust is designed for the con- 
tinuing security and welfare of individual 
beneficiaries, a trustee’s time may be 
drawn upon more heavily than the testator 
contemplated. This frequently means ad- 
vising youthful or inexperienced beneficiar- 
ies on matters not entirely related to the 
estate, and the personal contacts so formed 
have often grown into lasting and mutual- 
ly valued friendships. 


Costs 
Fees for serving as trustee under the 
will of a resident of New York State are 
determined by statute. The fees of the 
Fifth Avenue Bank acting as a trustee 
are the same as those allowed an individ- 
ual. 


A Suggestion 


It is impossible in a brief general booklet 
of this nature to describe or list the many 
and varied objectives that can be accomp- 
lished by means of testamentary trusts. 
Only through personal discussion can spec- 
ific applications to one’s individual case be 
made plain. A talk with one of our trust 
representatives may be helpful in devel- 
oping ideas and recommendations regard- 
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ing your estate that will prove of decided 
value to your family. We are always 
glad to discuss these matters with you and 
your attorney; such a conference places 
you under no obligation whatsoever. 

If you are interested in the subject, we 
suggest that you write or telephone to ar- 
range for an appointment at your conven- 
ience. 


His Will Said This 


Trust companies have long used, in 
this advertising, the ever effective means 
of obtaining interest by citing typical 
phases of wills. The Trust Company of 
Georgia, Atlanta, is using a booklet en- 
titled “His Will Said This.” Exciting a 
natural instinct to investigate an inti- 
mate proceeding we continued to read the 
outside cover: 


“All of my property of every kind, char- 
acter and description, I give, devise and be- 
queath to my wife, Mary.” 

“IT nominate, constitute and appoint my 
wife, Mary, executrix of this my last will 
and testament.” 


Turning to the inside we were aston- 
ished to find in bold type, 


But This is what it Really Meant 


Is it true, we wonder, that one can say 
a thing so very plainly and still have an 
entirely different meaning. The text of 
the folder convinced us that it is not only 
possible but highly probable, for the text 
went on to note: 


Item 1. To my wife, Mary, I bequeath 
all my property. I, likewise, bequeath her 
the risks and responsibilities of its manage- 
ment. I bequeath her worry for the re- 
mainder of her life. I bequeath her finan- 
cial insecurity, although my estate is ample 
to care for her. 

Item 2. To my wife, Mary, I bequeath 
the importunities of all those who will try 
to separate her from the property I have 
left her. I bequeath to her the wiles and 
stratagems of promoters and of salesmen 
of questionable securities. I bequeath to 
her the advice of well-meaning but unin- 
formed friends. I bequeath to her the loss 
of friendship which results when financial 
assistance is requested and refused. 

Item 3. To my wife, Mary, I bequeath 
the technical and difficult task of adminis- 


tering my estate. I bequeath to her per- 
plexing problems of taxation, of accounting, 
of law, of investment and of business. 

Item 4. To my wife, Mary, I bequeath 
the responsibility of determining whether 
my business shall be liquidated or contin- 
ued. I bequeath to her the task of manag- 
ing my various investments, a task for 
which she has had no training. 

Item 5. To the United States Govern- 
ment I bequeath the substantial sum which 
represents the unnecessary second estate 
tax to which my estate will be subject by 
reason of the fact that I did not leave my 
estate in trust and that upon my wife’s 
death my estate will be taxed a second time 
before passing to my children. 

Item 6. To my two children I bequeath 
an estate shrunken woefully from unneces- 
sary taxation, from the mistakes of inex- 
perience, from the demands of relatives and 
from high-powered salesmanship. 

Item 7. These bequests have been made 
because I did not realize how untrue was 
this statement which I so frequently made, 
“I have arranged my estate satisfactorily, 
my will leaves everything to my wife.” 


By leaving your estate in trust you can 
safeguard it against the mistakes of inex- 
perience, against high-powered salesman- 
ship, against the advice of well-meaning but 
uninformed friends, against the appeals of 
needy relatives and against unnecessary 
double taxation. For safety and economy 
leave your estate in trust and name the 
Trust Company of Georgia as your execu- 
tor and trustee. 

Discuss this matter now with your attor- 
ney and our trust officer. 


“IT Can’t Afford It” 


Many people have the impression that it 
is costly to name a corporate executor and 
trustee. 

Nothing could be further from the truth 
as investigation will show. The laws of 
Georgia allow the same compensation to 
all executors and trustees. Therefore, when 
you name an inexperienced executor or 
trustee you are paying more for the ser- 
vice than it is worth. Name an experi- 
enced executor or trustee and you will pay 
no more, but each dollar will bring value 
received. 

In reality you cannot afford to do with- 
out the benefits that come alone from ex- 
perience. 


The above is a reprint of the text of a 
newspaper advertisement used by the 
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Trust Company of Georgia, Atlanta. The 
message was enclosed in a circle allowing 
ample white space inside the circle as 
well as outside. A very neat attractive 
advertisement. 


Power 


“Dependable and cheap electric power 
forms the keystone upon which a large 
group of major industries have arisen in 
this state. Famed Bonneville Dam, costing 
more than $31,000,000 will develop 115,250 
h.p. upon completion of the first unit and, 
when entirely complete, 576,000 h.p. This 
vast amount of power added to the already 
large supply, is expected to attract new 
industries and permit exploitation of vast 
mineral and chemical resources of the trib- 
utary areas.” 


The United States National Bank, 
Portland, Oregon, have used a series of 
advertisements enlightening the reader 
along some phase of his state’s progress. 

The folder entitled “Power” is a beau- 
tifully executed job, with a photo offset 
picture of Bonneville Dam on the front 
cover. The message carried inside is 


both interesting from a historical point 


The text follows: 


Modern Financial Service Protects Family 
Needs as Well as Those of Industry 


Large sums are required yearly to finance 
the operation of the many Oregon industries 
using power. Whereas a few thousand dol- 
lars covering the cost of building a river- 
side mill a few generations ago, $31,000,000 
is expended today on a structure like the 
Bonneville Dam. 

Great changes have likewise taken place 
in the financial services provided by modern 
banks for the individual and the family. 

In the days of the little, water-driven 
mill, some individuals made wills but many 
more did not. Those who did usually named 
some relative or close friend as administra- 
tor to carry out their wishes under the will. 

Today nearly every adult having depen- 
dents—particularly heads of families— 
recognizes the vital duty to execute a will. 
And a growing number of such individuals 
utilize on improved, modern service—the 
availability of a strong corporate institu- 
tion like the United States National Bank 
to serve as Trustee or Executor, or both, 
under their will. 

The added protection and security ex- 
tended to one’s beneficiaries by naming a 
Corporate Trustee in the will is quickly ap- 


as well as a trust. 


parent. The Corporate Trustee has per- 
petuity, while an individual may pass from 
the scene before the maker of the will. The 
Corporate Trustee possesses assured finan- 
cial responsibility, while the financial re- 
sponsibility of an individual may change 
over night. And, further, the Corporate 
Trustee places at the services of your bene- 
ficiaries the combined experience and coun- 
sel of a staff of seasoned executives, school- 
ed in the handling of investments and prop- 
erty. However capable an individual, he 
can scarcely hope to possess the varied 
capabilities and wide experience of a group. 

We respectfully urge that you discuss 
with your attorney, in making or revising 
your will, the advantage of naming as your 
Trustee, a Corporate Trustee. Any officer 
of our Trust Department will be glad to 
give further details of this service if you 
wish. 


“Wheat” is also the title of another 
folder used by the bank whose text we 
are printing below. 


Make Sure the Estate You Have Built 
Serves the Purpose You Wish 


Pioneer banks of the Pacific Northwest 
operated largely to finance the overseas 
shipment of the wheat crop of the Oregon 
and Washington wheat belts. Foreign ex- 
change was carried on by slow, cumbersome 
methods in that day of sailing ships. 

As this rich, favored area developed and 
additional crops, lumber, hides and miner- 
als were added to the items of export, im- 
provements in financial service to growers 
and shippers were made. Modern financial 
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service to business, with its many ramifica- 
tions and varied needs, was perfected. 

Please do not think, however, that agri- 
culture and industry alone have benefited 
by the many new and useful services of- 
fered by a great metropolitan bank like 
The United States National, 59th largest 
bank in the nation. 

You, as an individual, and every member 
of your family may enjoy a degree of ser- 
vice, protection and financial security that 
was undreamed of in the days when grace- 
ful schooners billowed over the Pacific with 
cargoes of Oregon wheat. 

Most banks of that day, for instance, had 
no staffs or facilities for rendering trust 
service. Today trust service is an import- 
ant and fast-growing department of this 
bank, with a large staff of competent exe- 
cutives, experienced in every phase of ser- 
vice that may arise under a Trust. 

The basis of a great many individual 
trusts is the will of the Trustor. Have you 
made a will? We earnestly suggest that 
the making of a will is the sacred duty of 
every person who has dependents. 

Make sure that the benefits of your es- 
tate, whether modest or large, actually go 
towards providing the comforts of life and 
the financial security for loved ones that 
you intend. 

The first step towards providing such pro- 
tection is the making of your will, the one 
instrument that makes known your own 
wishes and how you want those wishes car- 
ried out. If you have not made a will, con- 
sult your lawyer today. Ask him, too, his 
opinion of the growing practice of naming 
a strong corporate institution like The 
United States National Bank as Executor 
or Trustee, or both, under your will. Such 
practice has many advantages with which 
he is familiar. 


Reminder Cards 


The Manufacturers Trust Company, 
New York, is distributing to all of its 
branches cards which read: 

“How many of your visitors today 
could have given you a good piece of trust 
business?” “Have you remembered the 
trust department of the bank while in- 
terviewing your customers today?” “Let 
the trust department help your custom- 
ers to conserve what they have created!” 

Elliott Debevoise, vice president of the 
bank, says: “It is a problem to keep our 
various banking department officials 
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trust minded in their daily contact with 
their depositors. I am therefore having 
cards put on the desk of each officer and 
platform men of the bank every month 
as a reminder of our department.” 


Do You Own A Business? 


You have spent years of your life build- 
ing up a business investment, but have you 
considered what that investment would be 
worth if you or your partner or associate 
should die? You are insured against fire, 
and do you not think it reasonable to in- 
sure your investment against the hazard 
of death? 

The interests of yourself, your family 
and your business associates can be pro- 
tected by means of Business ‘Insurance 
properly arranged under a Business Insur- 
ance Trust Agreement. 

Write for our booklet “Eliminating Bus- 
iness Hazards.” 


Text of an advertisement of the Chartered Trust 
and Executor Company, Toronto, appearing in 
the Monetary Times. 


In Memoriam 


Edgar Stark, retired vice president and 
trust officer of the Fifth Third Union 
Trust Company, Cincinnati, died of a heart 
attack at his home on June 23, at the age 
of eighty-three. Mr. Stark was the oldest 
member of the “old guard” of the Trust 
Company Division of the American Bankers 
Association and was known throughout the 
country for his knowledge on trust matters, 
and handled thousands of estates and trusts 
during his banking career. When he re- 
tired from active duty with the Fifth Third 
Union Trust Company in 1932, he was suc- 
ceeded by his son, William A. Stark, but 
he continued to serve the bank in an ad- 
visory capacity. 


I. Harrison O’Hara, assistant treasurer 
of the Fidelity-Philadelphia Trust Com- 
pany, died in Philadelphia on June 13 at 
the age of seventy-six. Mr. O’Hara was 
recognized as the oldest banker of the city 
in point of service, 


Dr. Willard Springer, chairman of the 
board of the Industrial Trust Company of 
Wilmington, Del., died on June 26, at the 
age of eighty-four. His son Willard 
Springer, Jr., is president of the company. 
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Directory of 
LEGAL CONTRIBUTING EDITORS 


The following attorneys, recognized authorities on fiduciary law, are collab- 
orating with TrRusT Companies Magazine to provide succinct digests of the most 
pertinent current decisions affecting fiduciaries. The case reports published in 
the succeeding section are selected and briefed at the discretion of the attorneys 
reporting from their respective States: 


CALIFORNIA: Walter L. Nossaman—Trust Counsel, Security-First National Bank of 
Los Angeles 


COLORADO: Montgomery Dorsey—Hughes & Dorsey, Denver 
CONNECTICUT: Allan K. Smith—Day, Berry & Howard, Hartford 


GEORGIA: Pope F. Brock—Spaulding, Sibley, Troutman & Brock, Atlanta; Counsel for 
Trust Company of Georgia 


ILLINOIS: R. J. Frankenstein, Jr—Chapman and Cutler, Chicago; Counsel, Harris Trust 
& Savings Bank 


INDIANA: Leo M. Gardner and William H. Krieg—Jones, Hammond, Buschmann & 
Gardner, Indianapolis; Counsel for Indiana State Bankers Association 


MARYLAND: John C. Cooper, Jr.—Venable, Baetjer & Howard, Baltimore. 
MASSACHUSETTS: Guy Newhall—Attorney-at-law, Lynn; Reporter and Lecturer for 
Corporate Fiduciaries Assn. of Boston. 


MICHIGAN: George B. Shaeffer—Shaeffer and Dahling, Detroit; Counsel for Union 
Guardian Trust Company 


MINNESOTA: James E. Dorsey—Junell, Driscoll, Fletcher, Dorsey & Barker, Minne- 
apolis; Counsel for First National Bank & Trust Company, Minneapolis 


MISSOURI: Edgar H. McCulloch—Thompson, Mitchell, Thompson & Young, St. Louis 


NEW JERSEY: J. Fisher Anderson—Counsellor-at-law, Jersey City, Counsel, New 
Jersey Bankers Association 


NEW YORK: David Kelly—Mitchell, Taylor, Capron & Marsh, New York; Counsel for 
City Bank Farmers Trust Company. 


NORTH CAROLINA: Irving Carlyle—Manly, Hendren & Womble, Winston-Salem 
OHIO: Raymond T. Sawyer—Counsel, The Cleveland Trust Company, Cleveland 
OREGON: Earl S. Nelson—Griffith, Peck & Coke, Portland 

PENNSYLVANIA: R. M. Remick—Saul, Ewing, Remick & Saul, Philadelphia 


RHODE ISLAND: Colin MacR. Makepeace—Tillinghast, Collins & Tanner, Providence. 


TEXAS: Robert Ring—Counsel, Houston Land & Trust Company, Houston 


WASHINGTON: Charles T. Donworth—Donworth & Donworth, Seattle; of Counsel for 
Seattle Trust & Savings Bank. 


WISCONSIN: Ralph M. Hoyt—Bottum, Hudnall, Lecher, Michael & Whyte, Milwaukee 





Court Decisions 


Apportionment of Stock—Allotment 
to Life Tenant of Portion Repre- 
senting Accumulated Earnings. 


Pennsylvania—Supreme Court 
Daily’s Estate January Term, 1936—Nos. 144 and 
145. 


In the issue of Trust Companies for Feb- 
ruary, 1936, there was digested the opinion 
of the court below to the effect that the 
election of a trustee not to sell stock but to 
distribute in kind did not preclude the estate 
of the deceased life tenant from securing its 
proportionate share of the stock represented 
by the value of the accumulated income ac- 
crued: in the lifetime of the life tenant and 
reflected in the value of the stock about to 
be distributed. On appeal to the Supreme 
Court, this opinion was slightly modified in 
an opinion by Mr. Chief Justice Kephart 
filed June 26, 1936, which is as follows: 

“Michael Daily created a trust, the in- 
come of which was to be paid to his son 

James for life. At his death the trustees 


were ‘to sell, divide and to distribute’ the ~ 


principal or the proceeds thereof, equally 
between his daughter-in-law and the de- 
scendents of herself and James Daily. 
The life tenant died leaving to survive 
him his. widow, four children and a child 
of a deceased son. On the adjudication 
of the trust estate the principal question 
was whether an apportionment between 
life tenant and remaindermen should be 
made and, if so, the proper time therefor. 

“At the inception of the trust in 1913, 
it was composed in part of 200 shares in 
a very prosperous concern, the Diamond 
Match Company of Illinois, each share of 
which then had a book value of $90.67. 
This gave the trust estate an intact value 
of $18,134. In December of 1930, the 
corporation having a capital of $17,000,- 
000 and a surplus of $13,638,200 or total 
assets of $30,638,200, the book value of 
each share of the same stock was $180.22. 
At that time the corporation transferred 
all its assets to a new company formed 
under the laws of Maryland. In return 
for this property the Illinois corporation 
received all the stock of the Maryland 
company. At the same time another 
corporation, a holding company, was 
created in Delaware. To the Delaware 


corporation the Illinois company trans- 
ferred all the stock of the Maryland com- 
pany and it received in exchange all the 
shares of the Delaware corporation, 
amounting to 850,000 preferred shares 
with a par value of $25, and 680,000 
shares of common stock having no par 
value but, as stated by the auditing 
judge, carried in capital account at $5 
a share, and having a book value of 
$13.81 a share. The record shows the 
total book value of the Delaware corpor- 
ation as $30,638,000. 

“The stock of the Delaware corpora- 
tion was divided among the stockholders 
of the Illinois company by the Illinois 
corporation and the latter was then dis- 
solved and its stock cancelled. There 
was left the Diamond Match Company of 
Maryland, the operating company, and 
the Diamond Match Company of Dela- 
ware, a holding company. The trust es- 
tate received for its 200 shares in the 
Illinois company 1,000 shares of pre- 
ferred stock in the Delaware holding 
company on the basis of a book value of 
$25 a share, and 800 shares of common 
stock on a similar basis of $13.81 a share, 
or an aggregate book value of $36,048.00. 
The trustee did not distribute this new 
stock but held it until the death of the 
life tenant, when the total book value of 
the 1800 shares of common and preferred 
stock was $47,784.00. It is now to be 
distributed among the parties entitled 
thereto in kind. 

“The auditing judge held that an ap- 
portionment should have been made in 
1930. However, in his distribution he 
neglected to consider all the elements of 
value that made up the book value of 
the Delaware holding company stock as 
received by the trust at that time. He 
failed to consider the whole admitted 
surplus account set up on the books of 
the holding company. In ascertaining 
the book value of the new issue and to 
sustain intact value the surplus account 
must be considered: See Dickinson’s Es- 
tate, 285 Pa. 449; Bullitt’s Estate, 308 
Pa. 413. The court en banc held the ap- 
portionment should be made as of the end 
of the life estate; by this ruling the cor- 
pus suffered. It disregarded what was 
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equivalent to a sale of all the assets, the 
receipt of the new stock and the value 
placed thereon by the corporation. 

“This is not the.case of a life tenant 
receiving a portion of the undistributed 
earnings of a corporation during the con- 
tinuance of the trust and while no divi- 
dend has been declared by the corpora- 
tion. It is a case where a trustee must 
allocate to the trust estate as many 
shares of stock as are necessary to pre- 
serve the intact value at the time when 
the corporation, whose stock was origin- 
ally in the trust, ceased to exist and its 
stock was replaced by stock of a new 
and different kind in a holding company 
that owned the stock of a concern other 
than that in which the trust assets had 
been first invested and which had new 
assets infused through other investors. 
We have steadfastly held that remaind- 
ermen cannot be enriched at the expense 
of the life tenant and that, if there is a 
liquidation of the holdings of the trust by 
sale, the beneficiaries must receive earn- 
ings accumulated after the inception of 
the trust and represented in the sale 
price received: Nirdlinger’s Estate, 290 
Pa. 457; McKeown’s Estate, 263 Pa. 78; 
Cassett’s Estate, 105 Pa. Superior 14. 
We have also stated that if a corporation 
liquidates or sells its assets and receives 
a sum representing in part accumulated 
profits, a trust estate holding stock 
therein must apportion the amount re- 
ceived under the general rule, 

“In Buist’s Estate, 297 Pa. 537, we laid 
down four situations which might pos- 
sibly effect the result of an apportion- 
ment between life tenant and remainder- 
men, and the present case, while it does 
not definitely come within any of the 
classes mentioned, so far partakes of the 
nature of a distribution of the assets of 
the corporation whose stock was held in 
trust or of a sale of the stock held in 
trust as to be within the substance of 
two of the rules. The various transfers 
made amount to a sale or liquidation of 
the assets of the trust. 

“Nothing we said in Buist’s Estate, 
supra, conflicts with this conclusion; the 
facts of that case are so manifestly dif- 
ferent that discussion is not necessary. 
Of course a merger is not a sale or liq- 
uidation of corporate property, but a con- 
solidation of property, powers and facili- 
ties. Here the plan of recapitalization is 
very much different than in Buist’s Es- 
tate, supra. Its net result was the crea- 
tion of a new corporation acting under 
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the laws of a different forum, and with 
new rights and new interests. This 
trust estate received in exchange for its 
shares in the old corporation 1800 shares 
in this corporation. As a holding com- 
pany it was separate and distinct from 
the operating company and must be 
treated as a separate and independent 
corporation. See Callery’s Appeal, 272 
Pa. 255; Fletcher Ency., Corporations, 
Sec. 25. The shareholders of the holding 
company were not in any way members 
of the old company or of the company to 
which it had transferred its assets, the 
Maryland Company. There was a com- 
plete change and separation in the cor- 
porate shares, so that what originally 
composed the corpus of the trust met 
with an unusual circumstance requiring 
apportionment: Opperman’s Estate, 319 
Pa, 455, 460. 

“The new entity in which the trust ul- 
timately held shares was a creature so 
radically different from the old concern 
in its corporate structure, purposes and 
laws which controlled it, as to effect a 
complete change in the nature of the 
trust property held by the trustees. The 
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evidence of that property [the shares of 
stock] was entirely different from that 
of the old company. It was in a new 
concern. Though carrying on its books 
earnings as surplus of the old company, 
this could be individuated for apportion- 
ment among the former Illinois share- 
holders as set up on the Delaware com- 
pany’s books. The new corporation was 
in itself of an entirely different structure. 
We might well say at this point that the 
corporate management could not defeat 
the life tenant’s right to a share in the 
earnings by the circuitous method of re- 
incorporation here adopted. Inasmuch 
as no intervening rights in the trust es- 
tate are prejudiced and the question is 
one not affecting the corporation, as 
such, but solely between life tenant and 
remaindermen, we adopt the finding of 
the auditing judge that the surplus had 
been set up on the books of the Delaware 
company as surplus, and we so treat it in 
the apportionment of this estate. 
“While cash did not pass to the trustee 
on this readjustment, it was similar to a 
sale or liquidation of the original trust 
res; there was, in effect, a sale by the 
trust estate of its stock for the stock of 
the holding company, which in turn 
owned the stock of the operating com- 


pany. Had the life estate ended when 
the transfer was completed there can be 
no doubt as to the division to be made. 
That the trust received stock makes no 


difference. There must be apportioned 
to the trust estate that number of shares 
of common and preferred, the total book 
value of which would equal the intact 
value at the time of the inception of the 
trust. The remainder of such stock musi 
go to the life tenant. 

“It has been suggested that the life 
tenant’s estate is too late in making this 
claim for an apportionment and appel- 
lants plead the statute of limitations as 
to all profits that accumulated prior to 
1928. But the life tenant did nothing to 
estop him or his estate from claiming 
what is lawfully his. The equitable own- 
ership of profits in a trust cannot be lost 
by mere inaction: Bullitt’s Estate, supra; 
Wallace v. Wallace, 72 S. E. 553. No 
apportionment could possibly have been 
made prior to 1930 and the fact that the 
life tenant, trustee, for his own benefit 
and protection held the shares together 
without dividing them, does not militate 
against the life tenant’s estate when the 
time for division comes through an order 
of court. 
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“As the intact value of these shares 
amounted to $18,134 at the inception of 
the trust, and as the intact value of the 
shares in the holding company after the 
inauguration of the Delaware company 
was $36,048, the corpus is entitled to 


18134 
36048 or 50.31% of both the common and 


preferred shares of the Diamond Match 
Company of Delaware received by the 
trust in 1931. The corpus should receive 
503.1 shares of preferred stock and 402.4 
shares of common stock. The life tenant 
is entitled to the remainder. As the 
stock is distributed in kind each of the 
shares of stock will take with it earnings 
since that date to the date of the life 
tenant’s death. 


“The remaining assignments of er- 
ror were fully considered and correctly 
decided by the court below. 


“The decree as herein modified is af- 
firmed, costs to be paid by the estate.” 


Bankruptcy—Trust Deeds—Validity 
of Trustee’s Sale Made After 
Bankruptcy, and Without Leave 
of Bankruptcy Court. 


California 


Heffron v. Western Building & Loan Co., Fed. 
(2d), C. C. A. (9). Decided June 1, 1936. 


On June 16, 1933, Western Building & 
Loan Co. caused to be sold at trustee’s sale 
under 1930 trust deed certain real proper- 
ty of Crown Investment Company, notice 
of default having been duly made and re- 
corded and notice of sale given. On June 
15, 1933, involuntary petition in bank- 
ruptcy filed against debtor company. Fol- 
lowing adjudication in bankruptcy and 
qualification of trustee, Western Building 
& Loan Co. filed petition for an order di- 
recting trustee in bankruptcy to show 
cause why it should not be decreed that 
bankrupt had no right, title or interest in 
property sold. Order by referee granting 
relief asked and confirmed by District Court, 
affirmed. 


HELD: Sale not void because of pending 
bankruptcy though might, in discretion of 
bankruptcy court, have been enjoined or, 
after completion, if fraudulent or prefer- 
ential, set aside, Jsaacs v. Hobbs Tie & 
Timber Co., 282 U. S. 734, and other cases 
distinguished. 
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Guardians—Necessity of Service on 
Ward on Application for Invest- 
ment of Funds in Non-Legal Se- 
curities. 


Georgia—Court of Appeals 


Marshall v. Citizens & Southern National Bank. 

Decided July 10th, 1936. 

The Guardian Bank invested $5,000.00 of 
the ward’s funds in non-legal securities un- 
der an Order of the Chancellor without 
notice to or service of the proceedings on 
the ward and without the appointment of 
a Guardian ad litem, The party issuing 
the securities defaulted and issued new se- 
curities, payable on different terms from 
the original securities. The Guardian ob- 
tained an Order of the Court of Ordinary, 
authorizing the exchange of the original 
for the substituted securities, but did not 
make the ward a party to the application. 

The Guardian brought a proceeding for 
an accounting, and the ward on arriving 
at age, declined to accept the securities and 
sought to surcharge the Guardian on the 
ground that the Orders from the Chancel- 
lor and the Court of Ordinary were void 
for want of service on the ward and the 
appointment of a Guardian ad litem. 


HELD: (1) The judgment of the Chan- 
cellor authorizing the investment was 
valid and service on the ward and the ap- 
pointment of a Guardian ad litem were 
not necessary in such a proceeding. 

(2) The Order from the Ordinary for 
the exchange of the securities was valid. 

(3) The fact The Guardian Bank orig- 
inally purchased the securities from the 
Citizens & Southern Company, a company 
having identical officers and stockholders 
as The Guardian Bank did not authorize 
the application of the principle that a 
Trustee can not purchase from himself for 
the account of his ward. 


Statutory Double Liability — Stock- 
holder of Record Not Estopped To 
Deny Ownership. 


Ohio—Supreme Court 


The State, ex rel Squire, Superintendent of 
Banks vs. Murfey Blossom Company, 131 
O. S. 289. Decided June 17, 1936. 


The defendant, a brokerage house, took in 
pledge 300 shares of the stock of a state 
banking concern to secure the margin ac- 
count of a customer. At the time of the 
pledge the shares were registered in the 
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name of the customer. Some time there- 
after and at the customer’s request the 
shares were sold by the broker and the pro- 
ceeds applied in reduction of the customer’s 
debit balance. In executing this sale the 
shares were first transferred to the name 
Murfey, Blossom & Company and under this 
registration were indorsed in blank and de- 
livered to the purchaser. When delivered 
for transfer the original shares bore a nota- 
tion to the effect that the broker had no 
ownership or interest in the stock and that 
such transfer was being made merely for 
the purpose of sale. The new certificates 
delivered to the purchaser bore no such no- 
tation. 


No subsequent transfer was ever made 
upon the books of the bank, and upon its 
failure some months later the shares still 
stood of record in the name Murfey, Blos- 
som & Company. Upon taking possession 
for the purpose of liquidation, the Superin- 
tendent of Banks assessed Murfey, Blossom 
& Company for the double liability pertain- 
ing to these shares by reason of such regis- 
tration. The sole question here passed upon 
by the court is whether one who appears as 
stockholder of record at the time the bank 
was closed may avoid double liability by 
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showing he sold his shares more than sixty 
days prior to the closing of the bank. 


HELD: The stockholder of record is not 
estopped to show such sale, and having 
proven it, may be relieved of liability for 
the statutory assessment. 


The court’s reasoning is based upon the 
fact that since under the Uniform Stock 
Transfer Act (which is in force in Ohio) 
title to a certificate and the shares repre- 
sented thereby is transferred by delivery of 
the certificate endorsed either in blank or to 
a specified person, title to the shares in 
question passed upon delivery of the certifi- 
cates properly endorsed to the purchaser 
and Murfey, Blossom & Company did all 
that was required of it under the Uniform 
Stock Transfer Act. 


While the General Code of Ohio (Section 
710-70) provides that a book shall be kept 
by every bank showing the names and hold- 
ings of each stockholder and all transfers of 
stock made, the court finds nothing in the 
statutes which requires that this book shall 
be accepted as conclusive proof of its con- 
tents, and while the statute also provides 
that the book shall be open to the inspection 
of the directors, officers and stockholders of 
the bank, it does not give creditors access 
to such stock book, hence the basis of at- 
taching liability to the owners of record 
fails. 

The following excerpts from the Court’s 
opinion illustrate the reasoning upon which 
the decision rests: 


“The Superintendent of Banks insists that it 
was the duty of Murfey, Blossom & Company to 
follow up its delivery of the stock certificates to 
the transferee and see that the proper transfer 
was made on the stock record, but as it did not 
do so it is estopped to deny title to the stock. 
The Superintendent of Banks does not plead es- 
toppel, but claims it arises out of the evidence 
and should be applied as a matter of equity. 
Whether as a matter of law or equity, we are un- 
able to see wherein Murfey, Blossom & Company 
was estopped, in the face of the Uniform Stock 
Transfer Act.’”’ (Page 299, Ohio State Bar Asso- 
ciation Report, June 22, 1936.) 

*e*£e 4% 

“Under all the law of Ohio relative to the trans- 
fer of corporate stock, Wwe are not impressed with 
the contention that because the stock in question 
appeared in the name of Murfey, Blossom & Com- 
pany when the Superintendent of Banks took 
charge of the affairs of the Standard Bank, that 
it is estopped to deny that it is the owner thereof. 
The question now, as a matter of fact, is between 
the creditors of the bank and Murfey, Blossom & 
Company. Creditors did not have access to the 
stock book of the bank, and there is no showing 
that any creditor in any wise altered or changed 
his position by reason of the fact that Murfey, 
Blossom & Company appeared as a stockholder on 
the stock record of the bank.”” (Page 307, Ohio 
State Bar Association Report, June 22, 1936.) 
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Liability — Individual Liability of 
Trustee — Liability of the Trust 
Estate upon a Judgment for Dam- 
ages for Breach of Contract Exe- 
cuted by the Trustee. 

Washington—Supreme Court 


Kincaid v. Hensel, 85 Wash. Dec. 494, 55 Pac. 
(2nd) 1050. Decided March 30, 1936. 


A trust was established for the benefit of 
Rex Kincaid, a minor. By the terms of the 
declaration of trust, the trustee was given 
the power to sell the trust property. There 
was no provision in the trust instrument 
for the relief of the trustee from personal 
liability. The trustee entered into a con- 
tract for the sale of the property to Wm. C. 
Hensel and wife. Subsequently, a forfeit- 
ure of the contract was declared by the 
trustee. Thereupon, Hensel and _ wife 
brought suit against the trustee both as an 
individual and as the representative of the 
trust estate, and against the beneficiary, Rex 
Kincaid, to recover the purchase price paid, 
the value of the improvements, and the 
rents collected by the trustee. Rex Kin- 
caid, the cestui que trust, interposed a de- 
murrer to the complaint, which was sus- 
tained on the ground that the complaint 
failed to state a cause of action against the 
cestui. After trial, judgment was rendered 
against the trustee both as an individual 
and as the representative of the trust es- 
tate. In order to satisfy this judgment, 
trust. property was levied upon and sold. 
The present action was instituted in behalf 
of the cestui against Hensel and wife to set 
aside the sale of the trust property under 
their judgment. 


HELD: 1. That in the absence of a pro- 
vision in the declaration of trust to the con- 
trary, the trustee alone was liable upon, and 
his individual property alone could be taken 
to satisfy obligations which grew out of his 
acts in the administration and management 
of the trust estate; 


2. That, therefore, the sale of the trust 
property to satisfy a money judgment for 
damages for breach of a contract which had 
been executed by the trustee was improper, 
and must be set aside; 


3. That that part of the judgment, which 
purported to bind the trustee as represen- 
tative of the trust estate was entirely null 
and void, and could not furnish the basis for 
a seizure of trust property on execution up- 
on the judgment; 


4. That the cestui que trust was not 
bound by the judgment in any way; 
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5. That the trust property could be 
reached only in a proper action in rem; and 
that the Hensel action was not a proceeding 
in rem to reach directly the trust property, 
but was an action in personam to recover a 
money judgment. 


Note On The Case 


As a result of the burden which has been 
cast upon a Trustee by the rule which was 
approved in the above case, it has become 
common practice for a prospective Trustee 
to insist upon the inclusion in the trust in- 
strument of a provision by which the Trust- 
ee individually is freed from all liabilities 
which may arise out of contracts which are 
executed by him in the management of the 
trust estate. One example of such a pro- 
vision is as follows: 


In every written contract made by the Trustee 
reference shall be made to this instrument (the 
declaration of trust), and the person or corpora- 
tion contracting with the Trustee shall look only 
to the funds and property of the trust for pay- 
ment under such contract, or for the payment of 
any debt, note, judgment or decree, or of any 
money that may otherwise become due and pay- 
able by reason of the failure on the part of the 
Trustee to perform such contract in whole or in 
part, or for any other cause, and neither the 
Trustee nor the Beneficiaries of such trust, pres- 
ent or future, shall, in any event, be personally 
liable therefor. 

Clearly, in order to protect the Trustee 
from personal liability, the provision in the 
declaration of trust must be set out sub- 
stantially in every contractual undertaking 
which is executed by the Trustee. By the 
inclusion of such a provision in the contract, 
the parties thereto will be precluded from 
asserting that they contracted for the per- 
sonal responsibility of the Trustee. 


Powers — Fraudulent Exercise of 
Testamentary Power of Sale — In- 
nocent Purchaser Protected. 


Georgia—Supreme Court 
Wood, et al. vs. Bowden, 185 S. E. 516. 


The will of Mrs. McGahee directed her 
Executor to pay her debts, and empowered 
him, if necessary for this purpose, to sell 
any of her property required for this pur- 
pose. 

The Executor, five years after the death 
of the testatrix, sold certain lands of the 
estate under an advertisement, stating the 
sale was being made for the purpose of pay- 
ing debts. The purchaser at the sale after- 
wards conveyed the lands to the Executor; 
the Executor then sold to intermediate par- 
ties, who in turn sold to Bowden, the de- 
fendant. 
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Wood, et al. brought an action to recover 
these lands, alleging that the estate of Mrs. 
McGahee owed no debts and that the Exe- 
cutor fraudulently exercised the power of 
sale in order to acquire fee title to the lands 
in which the Executor had been given a life 
estate under the will. 

HELD: (1) When property of an estate 
is sold by an executor to pay debts, the pre- 
sumption is, nothing appearing to the con- 
trary, that the estate owes debts. 

(2) If an executor who has power under 
a will to sell lands to pay debts fraudulent- 
ly exercises this power, when the estate 
owes no debts, a purchaser is not affected by 
the fraud of the executor unless the pur- 
chaser participates in it or has notice of it. 

(3) If the immediate grantee from the 
executor participates in the fraud of the 
executor, this will not affect subsequent pur- 
chasers for value, who claim title through 
the executor’s deed. 


Wills — Demonstrative Legacies — 
Specific Legacies. 


Georgia—Supreme Court 

Thomas, et al. vs. King, et al. 185 S. E. 820. 
The will of George E. King provided in 

part as follows: 

“I also will, devise and bequeath unto my sis-~ 
ter-in-law, Mrs. M. Josephine King, the wife of 
my brother, Horatio L. King, the sum of $35.00 
per month during the full term of her natural 
life. **** Said monthly payments are to be paid 
by said Executors—Trustees hereinafter named, 
to said named devisees respectively out of the 
net income, issues, dividends and profits realized 
and received from stock owned and held by me 
at the time of my death, in the King Realty Com- 
pany.” 

The Executors were required to deliver to 
named Trustees all of the stock held by the 
testator in King Realty Company at the: 
time of his death, and a codicil to this will 
provided that the Executors - Trustees 
should have power to distribute this corpor- 
ate stock at such time as they might deter-. 
mine to be wise and advantageous to the es-- 
tate. 


At the time the litigation was instituted 
the Executors still retained the King Realty 
Company stock, but were not receiving any 
dividends or other income therefrom. Mrs. 
M. Josephine King demanded payment of 
the $35. per month, claiming the legacy in 
her favor was a demonstrative legacy. The 
Executors declined to make the payment on 
the ground her legacy was a specific legacy. 

HELD: (1) A demonstrative legacy is. 
one which designates the fund or property 
from which it is to be satisfied but is never-. 
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theless an unconditional gift to the legatee 
of the amount or value specified. 


(2) If the mode of payment designated 
fails, the legacy is to be satisfied out of the 
general assets of the estate. 


(3) - A demonstrative legacy differs from 
a general legacy in that it does not, in the 
first instance, abate upon the insufficiency 
of assets to pay the debts of the estate and 
the expenses of administration; and it dif- 
fers from a specific legacy in that there is 
recourse for its payment from the general 
assets of the estate in the event of ademp- 
tion in part or in whole. 


(4) Under the provisions of the will of 
George E. King, especially in view of the 
change made by the codicil with respect to 
the power to distribute the stock of the King 
Realty Company, the legacy in favor of 
Mrs. M. Josephine King was not a specific 
legacy dependent upon the productivity of 
this stock, but was a demonstrative legacy 
payable as a general legacy out of any of 
the available assets of the estate. 


In arriving at its conclusion, the Court 
reasoned that the general intention of a 
testator is to prevail over a particular in- 
tention; that Courts are averse to constru- 
ing legacies to be specific; and that the pre- 
sumption is strong that a testator intends an 
unqualified benefit to a legatee rather than 
some benefit only upon a collateral condi- 
tion. 


Wills—Charities—Effect of Inciden- 
tal Invalid Bequest on Valid 
Charitable Residuary Clause. 


California 


Estate of Sewall, 
App. (2d). 


85 Cal. App. Dec. 993. 
Decided June 12, 1936. 


Cal. 


Sewall left her entire estate in trust for 
charitable purposes except that she pro- 
vided for first paying upkeep of cemetery 
lot in Missouri in which decedent’s father 
and mother were buried and in which de- 
cedent requested her remains be interred. 
Gift for upkeep of cemetery lot conceded 
by all parties to be invalid as non-charit- 
able and creating perpetuity. Order dis- 
tributing entire estate to charitable trust, 
ignoring invalid provision, affirmed. 


HELD: Dominant purpose of testatrix 
was to create charitable trust. Provision 
relative to cemetery lot not indispensable 
to plan and will should be given effect so 
far as lawful to do so. 


TRUST COMPANIES 


Louisiana Trust Act Not 
Retroactive 


The Louisiana Trust Act of 1935 passed at 
a special session of the Legislature, as spon- 
sored by the late Huey P. Long, was held 
unconstitutional and void as to retroactive 
provisions by a decision handed down July 
17 by the Louisiana Supreme Court. The 
immediate effect of the Act had been to 
stop the establishment of both living and 
testamentary trusts and to cause litigation 
involving attempts by beneficiaries to term- 
inate the trusts. Trusts created before the 
repealing Act are now held not subject to 
such termination. A bill designed to rein- 
state the original Trust Act failed of pas- 
sage at the recent session of the Legisla- 
ture, after the Senate had reversed its fav- 
orable position, following passage by the 
House with a minor amendment. 


High Cost of Low Salaries 


Banks which pay low salaries to em- 
ployees who must handle large sums of 
money were criticized by Justice Daniel W. 
O’Donoghue of the District of Columbia 
Court, in giving a suspended sentence to 
Benjamin M. Barker, paying teller who had 
confessed to embezzling from a Bank. 

Barker had voluntarily confessed his de- 
falcations to bank officials, saying that he 
had used part of the money to pay hospital 
bills. Married and with one child he was 
living on a salary of $26 a week. 

“Where a person is placed in a position 
of trust and violates that trust it is usual 
for the court to impose a substantial sen- 
tence,” Justice O’Donoghue said. “But the 
facts of this case take it out of that gener- 
al class. This defendant was paid scarce- 
ly enough for him to live and support his 
family. ’ 

“Banks pay their employees in positions 
of trust too little salaries for handling hun- 
dreds of thousands of dollars.” 


The estate of Ray A. Graham, secre- 


tary-treasurer of the Graham-Paige 
Motors Corporation, had dwindled from 
a high of more than $12,000,000 in 1929 
to a net of less than $90,000, according 
to a tax appraisal filed July with the 
Surrogate of Nassau County, New York. 


Maybe the meek had better not inherit 


the earth until inheritance taxes are lower. 
—Indianapolis News 
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F. R. Cortis—625, May ’31 


Control of Trust Department Income—R. C. 
Huelsman—685, May ’31 


New Trust Accounting System Simplifies Opera- 
tion—H. F. Taggart—795, June ’31 


Trust Accounting Methods Developed from Ex- 
perience—William H. Lindsay—55, July ’31 


Control and Operation in Handling Trust Securi- 
ties—Eugene C. Wyatt—459, Oct. ’31 


Improvements in Mechanical Aids to Trust 
Operations—Francis A. Zara—593, Nov. °31 


Control and Operation in Handling Trust Se- 
curities—Eugene C. Wyatt—715, Dec. ’31 


Cooperative Effort Among Trust Operations Men 
—New York Association item—792, Dec. ’31 


Method of Maintaining Stock Transfer Records— 
J. A. Deck—55, Jan. ’32 


Current Problems Affecting Trust Administration 
—C. Allison Scully—216, Feb. ’32 


Tested System of Trust Accounting—Frank A. 
Elliott—309, March ’32 


Economy and Accuracy in Handling Fiduciary 
Taxes—Arthur Merrill—465, April ’32 


Control of Personal Trust Accounts—R. A. Urian 
—503, April ’32 


Audit and Examination of Accounts of Trust Es- 
tate—R. J. Leo—631, May‘ 32 


Caution as to Accounts of Individual Fiduciar- 
ies—Illinois Superintendent Comment—660, May 
"82 


Organization of New York Trust Operations Men 
—Item on New York Association—765, June ’32 


Avoiding Difficulties in Personal Trust Audit Con- 
trol—Clarence Schlueter—187, Aug. ’32 


Increased Earnings Through Modern Trust Rec- 
ords—W. M. Holmwood—261, Sept. ’32 





130 


Audit Control of Real 
Downey—330, Sept. ’32 


Estate Laws—Harry 


Application of Dual Control to Trust Accounting 
—M. W. A. Boll—389, Oct. ’32 


Management’s Opportunity in Trust Operation— 
Francis A. Zara—73, Jan. °33 


Accounting of Estate and Trust Liabilities—A. 
W. Cudworth—459, April ’33 


Simplified and Economical Trust Accounting— 
E. A. Volz—49, July '33 


Auditing for the Trust Department—D. E. Kulp— 
325, March ’34 


Control and Audit of Corporate Trust Department 
—Excerpts of article by M. S. Altemose—622, 
May ’34 


Accounting of Commingled Fund—Theodore H. 
Wigge—14, July °34 


Accounting in Connection with Foreclosed Mort- 
gages—George C. Burghwin—543, Nov. ’34 


Restrictive Accountancy Legislation—Will A. 


Clader—681, Dec. '34 


Essential Records for Trust Department Opera- 
tion—Bury Course, Article II—426, April ’35 


The Natural Business Year—Informative Reports 
—Charles H. Towns—595, June °35 


New Basis of Valuing Estates—Allowance for 
Blockage—Arthur H. Kent address—89, July ’35 


Valuing Trust Assets for Accounting Purposes— 
California recommendation—375, Oct. 35 


in Trust 
Nov. ’'35 


Accounting and Auditing Problems 
Operations—Forum discussion—447, 


Legal 


Bank as Executor Not Liable for Interest by De- 
positing Estate Fund in Banking Department— 
Alabama Decision—748, June ’32. 


Valuation of Stock in Close Corporations—New 
York Decision—467, April °33 


Loss Deductible When Personal Property is Sold 
to Pay Specific Lezacies—Minnesota Decision— 
195, Aug. °33 


Determination of Capital and Income by Trustees 
—New York Decisicn—434, Oct. ’33 


ACCUMULATIONS: see LIFE TENANT and RE- 


MAINDERMAN 


ADMINISTRATOR: see ASSETS—Administration, or 
under appropriate duty 


ADVANCES: see BENEFICIARY RELATIONS or 
CORPORATE TRUST 


ADVERTISING: see PUBLIC RELATIONS—Adver- 
tising 


AFFILIATES: see BANKING RELATIONS 


TRUST COMPANIES 


AGENCY 
Demand for Reliable Investment Counsel—Ray- 
mond H. Trott—399, Mar. ’31 


Success in Developing Agency Trust Business— 
Frederic Eastman—73, Jan. ’32 


Agencies—Timely and Profitable Avenue for New 
Business—D. W. Mackay—699, June ’32 


Schedule of Escrow and Safekeeping Charges— 
Item—234, Aug. ’32 


Agency, Custodian or Safekeeping Accounts— 
Bixby Course, Article 7—591, Dec. ’34 


Handling Coupons from Bonds Held in Safekeep- 
ing—M. E. Lysen—249, Feb. ’35 


Property Taxation of Agency Funds—J. Hugh 
Herring—271, Sept. ’35 
Legal 
Trustee’s Receiver Cannot Manage Trust—Mis- 
souri Decision—195, Aug. ’32 


Corporation for Holding Bank Stocks Mere Agent 
of Trustee for Real Owners Who Are Subject 
to Statutory Assessment in Case of Insolvency— 
Michigan Decision—481, April ’34 


* 
ALIENATION: see POWERS, Limitations 


AMORTIZATION: see 
MAINDERMAN 


LIFE TENANT and RE- 


ANCILLARY ADMINISTRATION: 
Foreign 


see POWERS: 


APPOINTMENT: see POWERS, Appointment 
APPRAISAL: see ASSETS, Administration 
ASSETS 


Administration 


Dealing with Advances, Loans and Overdrafts in 
Trusts—Maurice James—681, May ’31 


Caution as to Accounts of Individual Fiduciaries 
—lllinois Superintendent’s Comment—660, May 
"31 

Deposit of Trust Funds with Commercial or Sav- 
ings Department—Howard J. Finn—47, July °32 


Controversy re Deposit of Trust Funds in Bank- 
ing Department—Pennsylvania Act and Ruling 
—103, July ’32 


Cash Advances in Trust Accounts—lIllinois Bank- 
ing Superintendent Ruling—621, Nov. ’32 


Federal Estate Tax Administration—Robert M. 
Estes—265, Sept. °33 


Steady Progress by Corporate Executors—Bernard 
Dunn—’19, Jan. ’34 


Forms of Estate Analysis and Recording Claims— 
Washington Item—465, April ’34 


How Trust Department Proceeds with Adminis- 
tration as Executor—Chart—29, July ’34 


Self-Deposit by Trust Companies of Fiduciary 
Funds—Excerpt—195, Aug. ’34 


Rights of Creditors in Life Insurance and An- 
nuity Contracts—Samuel Davis—313, March ’3& 





TRUST COMPANIES 131 


New Basis of Valuing Estate—Allowances for 
Blockage—Arthur H. Kent—89, July 35 


Legal 

Creditors’ Right to Life Insurance Proceeds— 
Minnesota Decision—691, May ’31 

Abatement—New York Decision—372, Sept. ’31 

Sale of Trust Property—Michigan Decision—530, 
Oct. ’31 

Payment to a Testamentary Trustee—New York 
Decision—507, April ’32 

Statutory Assessments on Trustee — South 
Carolina Decision—193, Aug. ’32 

Extreme Care Required When Loans Are Made to 
Trustees—New York Decision—Nov. 32 


Action Against Administrator to Recover Trust 
Assets Converted by Deceased—Breach of Trust 
—Statute of Limitations Does Not Begin to Run 
Until Plaintiff had Knowledge of Trust—New 
York Decision—359, March ’35 


Testamentary Trustee—Trustee Fails to Set Up 
Two Trusts—Funds Held in Solido—On Ac- 
counting by Executors of Deceased Trustee 
Court Directs Segregation of Principal—New 
York Decision—467, April ’35 


Protection 


(See also STATISTICS: Safety) 


Trustees Liability and Priority of Deposits in 
Liquidating Banks—Max Pasc—491, April ’31 


Preference of Trust Deposits—Supreme Court De- 
cision—365, Oct. ’32 

Trust Department Reserve Fund—Comments—404, 
Oct. ’33 

Bankers Balances in Light of Deposit Guarantee 
—William Steiner and Oscar Lasdon—45, July 
33 


Departmental Priorities in Assets of Insolvent 
Bank—Excerpt—493 April ’34 


Trust Departments Must’ Retain Securities 
Pledged for Deposits—Comment—796 June ’34 
e 


ASSIGNMENT: see ASSETS, Administration 


ASSOCIATIONS 


(Re Corporate Fiduciary Association activities, 
see regular department beginning Dec. ’33) 


Oregon Trust Association Sponsers Will Contest— 
Item—39, Jan. 731 


Cooperation Through Corporate Fiduciary Asso- 
ciations—H. F. Wilson, Jr.—523, April ’31 


Benefits Derived from Bankers’ Credit Bureaus— 
Item—254, Aug. ’31 

Trust Service Acquires Greater Influence—Thomas 
Hennings—337, Mar. ’32 


Advantages of Cooperation Among Trust Devel- 
opment Men—William A. Stark—571, Nov. ’32 

Directory of Trust Associations and Activities— 
541, Nov. ’33 

Corporate Fiduciary Associations—Regular month- 
ly feature in December 1933 and subsequent is- 
sues. 


Nation-Wide Cooperation to Picture Fiduciary 
Functions—Gwilym Price—117, Aug. ’34 


New Aspect of Trust Conferences—Henry E. Sar- 
gent—53, Jan. ’35 


Nationwide Cooperation to Build Good Will— 
James W. Allison—155, Feb. ’35 


Local Organizations to Solve Trust Problems— 
Survey—351, Mar. ’35 


List of Questions for Forum Discussion—New 
Jersey Suggestions—455, Apr. ’35 


Local Trust Association can Cooperate in Public 
Relations—R. G. Stockton—627, June ’35 


Would Restrict Entry into Trust Field—Harold 
Eckhart—641, June °35 


Fiduciary Associaticn in Non-Urban Districts— 
W. Elbridge Brown—161, Aug. ’35 


BANKING RELATIONS: 


Reconstruction of American Banking System—F. 
H. Fries—37, Jan. ’31 


Trust Department and Credit Department—Fred- 
erick R. Behrends—94, Jan. ’31 


Why Bank Deposit Currency Should be Under 
Federal Control—Owen D. Young—203, Feb. ’31 


Segregation of Trust and Banking Functions— 
Item re Boston Bank—494, April ’31 


Distinctive Policies of New Fiduciary Trust Co.— 
Item on New York Trust Company—843, June 
"31 

Trust Department Creates Closer Ties with Bank 
Customers—C. F. Harris—216, Aug. ’31 


On the Dotted Line—Trust Service for Officers 
and Directors—Item re Spokane Trust Company 
—330, Feb. ’32 

Greater Safeguards for Trust Service—Editorial— 
552, May ’32 

A Bank President’s Attitude Toward Trust De- 
partments—Andrew Price—397, Oct. ’32 


Valuable Functions of Bank Investment Affiliate 
—Francis H. Sisson—566, Nov. ’32 


Trust Investments and Security Affiliates—Editor- 
ial—510, Nov. ’32 

Reaffirming Ideals and Qualities of Trust Service 
—H. O. Edmonds—357, March ’33 

Preserving Banking and Trust Alignments— 
Editorial—402, April ’33 

Successful Results from Coordinating Trust and 
Banking Departments—L. H. Roseberry—453, 
April ’33 

Public Charter for Corporate Trusteeship—R. M. 
Sims—303, Sept. ’33 


Recodification of Banking Statutes Needed—H. 
Parker Willis—22, Jan. ’34 


Favor System of Internal Segregation—Will F. 
Morrish—25, Jan. ’34 


Additional Trust Safeguards Suggested—John M. 
Miller, Jr.—28, Jan. ’34 


Service and Safety Chief Considerations—Charles 
MciIntosh—29, Jan. ’34 
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Legislative Suggestions by Bankers Needed— 
Guaranty Survey Item—30, Jan. ’34 


Trust Man, What Next?—Gilbert Stephenson— 
581, Dec. ’34 


Value of Trust Department to Bank—Arthur H. 
Evans—616, June °35 


Trust Companies and the Banking Act of 1935— 
H. Parker Willis—215, Sept. ’35 


How Bank Staff Can Cooperate with Trust De- 
partment—Samuel Marsh—263, Sept. °35 


BANKRUPTCY AND REORGANIZATION: see COR- 
PORATE TRUSTS, Reorganization 


BAR RELATIONS 


The Lawyer—Trust Company Creed—Editorials— 
291/5, March ’31 


Standardized Forms of Wills and Trusts for At- 
torneys—L. H. Roseberry—479, April ’31 


Terms of Agreement Between Lawyers and Trust 
Companies—Chicago Code—593, April ’31 


Principles Governing Trust Relations of New 
York Bar—New York City Proposed Codes— 
621, May ’31 


Opposition to Lawyers Bill in Pennsylvania and 
Enactment of Lawyers Bill in Minnesota—623, 
May ’31 

Agreement Between Clearing House and Bar As- 
sociation—New Orleans Code—624, May ’31 

Legislatures Oppose Drastic ‘‘Lawyers’ Bills’’— 
Editorial—743, June ’31 


Decision Defining ‘Practice of Law’’—Illinois 
Supreme Court Case—763, June ’31 


Practice of Law and Sphere of Corporate Fidu- 
ciary—Ward Jesseph—765, June ’31 


Defeat of the ‘“‘Lawyers’ Bill’’ by Legislature— 
Massachusetts Item—869, June ’31 


Defeat of Hostile Practice of Law Bills—Califor- 
nia Item—880, June ’31 


Lawyers Formula for Cooperation with Trust 
Companies—E. Smythe Gambrell—45, July ’31 


Lawyer-Trust Company Issue to the Fore—Editor- 
ial—267, Sept. ’31 


Corporate Fiduciary Side of Lawyer-Trust Com- 
pany Problem—Merrel P. Callaway—277, Sept. 
"31 


Lawyer Interprets Lawyer-Trust Company Prob- 
lem—Ripley L. Dana—339, Sept. ’31 


Watchman, What of the Night—Reply to Law- 
yers—Thomas C. Hennings—421, Oct. 31 


Seeking Friendly and Cooperative Relations with 
Bar—Robertson Griswold—477, Oct. ’31 


Code of Practice Adopted by Trust Companies— 
Detroit Code Outlined—731, Dec. ’31 


Fostering Sound Relations with Bar—Pennsyl- 
vania Committee Report—802, Dec. ’31 


Court Defines Lawyer-Trust Company Relations— 
Ohio Decree—10, Jan. ’32 


Attitude of Bar Toward Corporate Fiduciaries— 
John G. Jackson—179, Feb. ’32 


Anti-Trust Company Bills Reappear in Legisla- 
ture—Massachusetts Bills—265, Feb. ’32 


The Trust Division and the Bar—Robertson Gris- 
wold—341, March ’32 


Legislation Defines ‘‘Practice of Law’’—Alabama 
Statute—350, March ’32 


Questionnaire to Compose Lawyer-Trust Company 
Relations—Pennsylvania Action—411, March ’32 


Defense of Trust Company Service by Member 
of Bar—A. S. Glikbarg—457, April ’32 


New Approach to Lawyer-Trust Company Prob- 
lem—Editorial—558, May ’32 


Declaration of Principles to Guide Relations— 
Proposal by Pennsylvania Bar Association—589, 
May ’32 


Basis for Relations of Trust Companies and At- 
torneys—Philbrick McCoy—691, June ’32 


Declaration of Principles Adopted by Bar Asso- 
ciation—Pennsylvania Proposal—22, July ’31 


When Trust Companies and Lawyers Work To- 
gether—G. H. Culver—305, Sept. ’32 


Present Relations between Fiduciaries and the 
Bar—John G. Jackson—637, Dec. ’32 


Trust Companies and Practice of the Law in 
Philadelphia—William G. Littleton—642, Dec. 
32 

Banks and Trust Companies Adopt New Code of 
Conduct—Editorial on Massachusetts Code—703, 
Dec. ’32 


Accomplishments in Cooperation between Trust 
Companies and Lawyers—Robertson Griswold— 
37, Jan. ’33 


Lawyers Renew Attack on Trust Companies— 
Editorial on New York—290, April 33 


Cooperation in Order from Legal Profession— 
Editorial—516, May ’33 


Statement of Principles of Corporation Fiduciar- 
ies and New Jersey Bar—New Jersey Code— 
545, May ’33 


Anti-Trust Company Bills Defeated—Editorial on 
New York—625, May °32 


Day of Controversy between Fiduciaries and Bar 
Passing—John G. Jackson—644, June °33 


Cooperation between Trust Companies and Law- 
yers in Pennsylvania—Editorial on Pennsyl- 
vania—729, June ’33 


Concordat of Corporation Fiduciaries and Bar As- 
sociation—Florida Code Text—179, Aug. °33 


Bar Controversy Test in California—Item—685, 
Dec. ’33 


Settlement of Differences between Bar and Cor- 
poration Fiduciaries—Franklin Russell—230, 
Feb. ’34 


Questionnaire on Unlawful Practice of Law— 
American Bar Association Query—389, March 
"34 


An Independent Bar—Thomas Dunn—459, April 
"34 


Agreement Between Arizona Bar and Fiduciaries 
—Report—733, June ’34 


Methods to Eliminate Friction Outlined—Pennsyl- 
vania Report—734, June °34 
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Inquiry on “Unlawful Practice of Law’’—John G. 
Jackson Report—51, July ’34 


Present Relations Between Trust Institutions and 
Bar—Robertson Griswold—347, Oct. ’34 


“Experienced Lawyer Service’ in Illinois—Ex- 
cerpt on Specialization—502, Nov. °34 


Fiduciary Relations with Bar Highly Satisfactory 
—John G. Jackson—626, Dec. ’34 


Relations with Bar Improving—Code Analysis— 
Glen Winship—29, Jan. ’35 


What Is Practice of Law?—Glen Winship—191, 
Feb. °35 


Cooperation is Keynote in Bar Relations—Glen 
Winship—401, April ’35 


Trust-Bar Relations Constantly Improving— 
Stanley B. Houck—511, May ’35 


Trust-Bar Agreement Reached in California— 
Report—617, June °35 


Statewide Resolution on Bar Relations Adopted 
in Georgia—Report—619, June °35 


Better Bar Relations Throughout Country—Henry 
Sargent—629, June ’35 


Relations of Trust Institutions and Legal Pro- 
fession—Bar Association Report—45, July ’35 


How Lawyers and Trust Companies May Cooper- 
ate—C. W. Gibson—464, Nov. ’35 


New Trust Business and Relations with the Bar 
—wW. J. O’Neill—510, Nov. 35 


Committee on Cooperation with the Bar—Penn- 
sylvania Report—629, Dec. ’35 


BENEFICIARY RELATIONS: 


Judicial Attitude in Construing Spendthrift 
Trusts—W. G. Littleton—531, April ’31 


Dealing with Advances, Loans and Overdrafts in 
Trusts—Maurice James—681, May ’31 


The Trust Company as Foster Parent—Alexander 
P. Reed—51, July 31 


Influence and Place of Women in Trust Work— 
Emma Lange—197, Aug. ’31 


Wherein Trust Departments Perform Humanitar- 
ian Service—James D. Fisher—201, Aug. ’31 


When Trustees are Called on to Exercise Discre- 
tion—Edmund Nelson—431, Oct. ’31 


Yes, Trust Companies Have Souls—Item—769, 
Dec. 31 


Equitable Estates—Should They be Abolished— 
R. H. Burton-Smith—81, Jan. ’32 


Statutory and Judicial Tendencies Re Spendthrift 
Trusts—Louis B. Runk—491, April ’32 


Cash Advances in Trust Accounts—lIllinois Audi- 
tor’s Ruling—621, Nov. ’32 

What I Expect of My Trustee—John B. Kennedy 
—593, Dec. ’33 

Salvaging Human Values—Lee Trimble—455, 
April ’34 


Contract Not to Contest Will—Right of Benefi- 
ciary to Compromise—Excerpts—198, Aug. °34 


Legal 


Prepayment by Trustee of Uncollected Income— 
Pennsylvania Decision—193, Aug. ’33 


Duty of Trustee Where Principal and Income Are 
to Be Used for Support of Beneficiary—New 
York Decision—435, Oct. ’33 


BUSINESS IN TRUST: see MANAGEMENT, Business 
CHARITABLE TRUSTS 
Widening Scope of Community Trust Movement— 


Cleveland Fund—10, Jan. ’31 


Nathan Straus’s Philosophy on Charitable Giving 
—Editorial—165, Feb. ’31 


Summary of Community Trust Activities—New 
York Community Trust—196, Feb. ’31 


Community Trust Movement Gains in Scope— 
Cleveland Item—368, March ’31 


Trust Company Appointed Trustee of Philan- 
thropic Bequests—Item—823, June ’31 


Uniformity and Safety in Public Bequests— 
Vitus G. Jones—8.5, June ’31 


Safeguarding Endowments Through Corporate 
Trusteeship—A. H. Eller—173, Aug. ’31 


Trustee Builds Greek Theatre and Observatory— 
Edwin Widney—334, Sept. ’31 


Year Book of Permanent Charity Fund—Boston 
Fund Item—376, Sept. ’31 


Julius Rosenwald’s Philanthropic Code—Editorial 
—9, Jan. ’32 


Church Funds Deposited in Trust Company— 
Item—121, Jan. 32 


Colleges Promote Corporate Trusteeship for En- 
dowments—Standard Form Adopted—239, Feb. 
32 

Community Trusts in United States and Canada 
—Survey by Trust Division—629, May ’32 

Perpetuities Favored in Charitable Trusts— 
Editorial—246, Sept. ’32 

Functioning of Permanent Charity Fund—Boston 
Fund—710, Dec. ’32 


Growing Complexity of Fiduciary Investing—lI. 
Webster Baker—11, Jan. ’33 


Avoiding Dangers of Long Term Trusts—Hugh 
McLean—309, March ’33 


Story with an Elusive Moral—Item—609, May ’'33 


Disbursements of Community Trust—New York 
Fund Report—447, Oct. ’33 


Permanent Charity Fund Report—Boston Fund— 
452, Oct. ’33 


Community Trust Growth—New York Report— 
107, Jan. ’34 


Organization Formed to Aid College Endowments 
—Report—645, May ’34 


Community Trusts—Twenty Years of Growth— 
Ralph Hayes—717, June ’34 


Inflation and Endowments of Public Welfare In- 
stitutions—Edwin W. Kemmerer—419, Oct. 34 


Community Trusts or Foundations—Bixby Course, 
Article 6—475, Nov. ’34 
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Wise Giving—Examples—226, Feb. ’35 


Administration of Charitable Funds—Ralph 
Hayes—305, March ’35 


Community Trust Resources—Survey Report—454, 
April ’35 
Legal 


Construction of Charitable Trust—Wisconsin De- 
cision—415, March ’31 


Lapse of Legacy—Maryland Decision—416, March 
"31 


Trust Funds for Charitable Purposes—Oregon De- 
cision—251, Feb. °33 


CHARTER AND TITLE: see REGULATION, Legal 


CLAIMS: see ASSETS, Administration 


CO-FIDUCIARY: see INDIVIDUAL and CORPOR- 
ATE FIDUCIARY 


COMMITTEE OR CONSERVATOR: see GUARDIAN- 
SHIP 


COMMINGLING: see COMMON and COMMINGLED 
TRUSTS 


COMMON AND COMMINGLED TRUSTS 


Composite Trust Fund Vindicated under Severe 
Test—Harold F. Klein—31, Jan. ’31 


Commingled Trust Fund Not a Taxable Entity— 
Internal Revenue Bureau Ruling—296, March 
31 

Results from Questionnaire on Commingled Trust 
Funds—Leroy McWhinney—333, March ’31 


Survey and Analysis of Various Types of Com- 
posite Funds—Clinton Davidson—65, July °31 


Survey and Analysis of Various Types of Com- 
posite Funds—Clinton Davidson—205, Aug. °31 


Problems Affecting Various Types of Commingled 
Funds—Julius C. Peter—325, Sept. ’31 


How Composite Trust of Brooklyn Trust Com- 
pany is Invested—Item—515, Oct. ’31 


Commingled Funds offer Broader Scope for Ser- 
vice—George C. Barclay—615, Nov. ’31 


Joint Insurance Trust Investment Fund—Editor- 
ial—157, Feb. ’32 


Commingled Fund for Insurance Trust Invest- 
ments—Joseph G. White—543, April ’32 


Participation Certificates as Trust Investments— 
Editorial on New York Item—438, April ’32 


Commingled Trust Funds as New Advance— 
Maclin F. Smith—593, May ’32 


Advantages and Disadvantages of Mortgage 
Pools—William A. Wilson—705, June ’32 


Operation of Common Fund for Trust Invest- 
ments in New Zealand—J. W. MacDonald—53, 
July ’32 


Appeal for New Trust Business in Commingled 
Fund—Rodman Ward—289, Sept. ’32 


Liquidating One of Largest Mortgage Pools— 
Ear] A. Morton—695, Dec. ’32 


Valuable Experience with Commingled Funds— 
George C. Barclay—183, Feb. ’33 


Profitable and Efficient Handling of Small Trusts 
—Item—466, April ’33 

Problem of Administering Trusts in Small Com- 
munity—Clinton Davidson—439, April °33 


Law of Mortgage or Security Pools for Trust In- 
vestments—Item on Pennsylvania Statute—688, 
June 33 


Trust Obligations in Transitional Period—Gilbert 
T. Stephenson—373, Oct. ’33 


Problem of Investing Small Trust Funds—Frank- 
lin F. Russell—180, Feb. °34 


Liquidation of Mortgage Participation Certifi- 
cates—Editorial—282, March ’34 


Commingled Fund on Solution to Several Trust 
Problems—Albert Whittlesey—321, March ’34 


Collective Investment of Trust Funds—Federal 
Reserve Board Rulings—361, March ’34 


Inquiry on Commingled Fund Problem—Sympos- 
ium—437, April ’34 


Commingled Fund Problems to be Studied—Com- 
ments—559, May °34 


Commingled Fund Necessary to Meet Responsi- 
bilities—Addresses at A. I. B.,—715, June ’34 


Accounting of Commingled Fund under Uniform 
Plan—Theodore H. Wigge—14, July °34 


Common Trust Fund Problems Require Further 
Study—Carl Fenninger—144, Feb. °35 


Mortgage Participation Certificates—R. T. Sawyer 
—121, Aug. ’35 


COMMUNITY PROPERTY: see DISTRIBUTION 


COMMUNITY TRUST: see CHARITABLE TRUST 
COMPENSATION 


Making Trust Business Pay in Smaller Communi- 
ties—Clyde Doolittle—365, March ’31 


Ascertainment and Establishment of Adequate 
Trust Fees—Charles F. Zukoski—51l, April ’31 


Development of Profitable Trust Departments in 
Small Communities—Paul S. Chalfant—675, 
May ’31 


Analysis Shows Earnings and Volume of Trust 
Departments—National Bank Report—225, Aug. 
31 

Cooperative Action on Trust Fee Schedules— 
Editorial—137, Aug. ’31 

Basis of Computing Fees for Personal Trust Ser- 
vice—Symposium—145, Aug. ’31 


Adequate Compensation Based on Costs and 
Charges—Henry A. Theis—443, Oct. ’31 


Earnings and Growth of Trust Departments of 
National Banks—Editorial on Comptroller’s 
Report—696, Dec. ’31 


Bank which made Trust Department Pay from 
Start—Item on Chicago Bank—141, Jan. ’32 


Scientific Fee Schedule and Cost Accounting— 
Henry A. Theis—353, March ’32 


Revised Schedule for Uniform and Adequate Trust 
Fees—Committee Report—287, March °32 
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Investment Management Test of Trust Service— 
Howard F. Worthain—743, June ’32 


Escrow and Safekeeping Charges—Analysis of 
California Survey—234, Aug. ’32 


‘ 


Watching the Trust Department Profits—W. A. 
Nieweg—189, Aug. °32 


Growth and Activities of Trust Departments of 
National Banks—Aubrey B. Carter—479, Oct. 
"32 


Securing Adequate Fees for Efficient Service— 
Robert E. MacDougall—695, June ’33 


Trust Estate Settlement Costs in Closed Banks— 
West Virginia Ruling—171, Aug. °33 


Dispelling Uncertainty in Evaluation of New 
Business—Samuel Witting—297, Sept. °33 


Recommendations for Adequate Trust Fees—A. 
B. A. Code—424, Oct. ’33 


Suggestions for More Profitable Operation—Ohio 
Bankers Association—458, Oct. ’33 


Trust Charges Under Code—Item—542, Nov. ’33 


Steady Progress by Corporate Executors—Bernard 
Dunn—17, Jan. ’34 


Present Status of Codes Affecting Trust Depart- 
ments—Comment on Fees—471, April ’34 


Profits of Trust Departments—Comment—595, 
May, ’34 


Fee Schedules in Line with Economic Facts— 
Conner Maloth—-45, July °34 


Revised Fee Schedule Adopted in Maine—Item— 
162, Aug. ’34 

Power of Probate Court to Compel Refund of 
Excessive Attorney Fee—Excerpt—78, Jan. ’35 


Decision Affecting Commissions for Managing 
Real Estate—Frank McKinney—321, March ’35 


Trust Business Through the Depression Years— 
Paul P. Pullen—333, Oct. °35 


Service and Responsibility as a Basis for Trust 
Charges—Conner Malott—431, Nov. ’35 
Legal 


Commissions as Executor and Trustee—New Jer- 
sey Decision—556, April ’31 


Commissions—New York Decision—214, Aug. ’31 


Claims for Services—New York Decision—105, 
Jan. ’32 


Compensation of Executors—Pennsylvania De- 
cision—241, Feb. ’32 


Allowance of Counsel Fees—Arkansas Decision— 
505, April °32 


Commissions on Appreciations on Securities-— 
New York Decision—636, May ’32 


Commissions of Trustees—New York Decision— 
375, March ’33 


Claim Against an Estate for Services Rendered 
Kentucky Decision—196, Aug. ’33 


Allowance of Reasonable Attorneys Fees in Fore- 
closure Proceedings Under Federal Farm Loan 
Act Upheld—United States Supreme Court De- 
cision—482, April ’34 


CONFLICT OF LAWS: see JURISDICTION 


CONSENT: see BENEFICIARY RELATIONS, or 
WILLS, Probate 


CONSOLIDATION OF ESTATE: see DRAFTING, 
Wills and Trusts 


CONVERSION: see ASSETS, Administration 
CONVEYANCE: see DISTRIBUTION 


CORPORATE TRUST 
Agencies 


Transfer of Securities in Name of Fiduciary— 
Fred G. Reusswig—649, May ’31 


Uniform Open-End Indemnity Bond on Duplicate 
Certificate—Editorial—747, June ’31 


Protection for Trust Companies as Transfer Agent 
and Registrar—Harley E. Stevens—199, Aug. 
"31 

Uniform Stock Transfer Law—Item on California 
Statute—495, Oct. ’31 


Security Transfers and Uniform Fiduciaries Act 
—William H. A. Johnson—733, Dec. ’31 


Method of Maintaining Stock Transfer Records— 
J. A. Deck—55, Jan. ’32 


Replacement of Lost, Stolen or Destroyed Cer- 
tificates—J. Francis Atterbury—75, Jan. °33 


Corporate Fiduciaries and the Securities Act— 
Guido Pantaleoni, Jr.—377, Oct. ’33 


Tax Liability on Recording Assignments and De- 
liveries—Francis Mannix—445, April ’34 


Query on Tax Liability on Recording Assign- 
ments Answered—Francis Mannix—638, May 
"34 


Corporate Accounts—Transfer Agent, Registrar, 
Depositary—Bixby Course, Article 7—591, Dec. 
34 


Transfer of Stock Dividends—Francis Mannix— 
105, Jan. ’35 


Analysis of Railroad Fiscal Work and Proposals 
—Haley Report Summary—158, Aug. 35 


Legal 
Right to Inspect Stock Book—New York Decision 
559, May ’32 


Reorganization 


Receiverships as Profitable Field for Trust De- 
partment—J. Regis Walthour—59, July ’31 


Unfair Attack on Trust Companies as Receivers 
—Editorial—674, June ’32 


Problems of Trustees in Connection with Bond 
Issues—H. L. Stanton—529, Nov. ’32 


Rehabilitation of Corporations in Financial Dis- 
tress—Fred McKelcan—85, Jan. ’33 


Provisions of Emergency Bankruptcy Act Affect- 
ing Fiduciaries—W. R. Montgomery—300, 
March ’33 


Problems of Trustees under Defaulted Bond Is- 
sues—Benjamin W. Utter—653, June ’33 
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Corporate Trusteeship and Receiverships—Elmer 
Leesman—141, Aug. ’33 


Trustees—Bankruptcy—Grounds for Removal— 
Excerpt—370, March 34 


Corporate Rehabilitation Under Bankruptcy Law 
—Guy M. Walker—5, July ’34 


Opportunities for Profitable Service to Investors 
—Guy M. Walker—139, Aug. ’34 


Corporate Reorganization under Section 77B— 
Excerpt—661, Dec. ’34 


Conflicting Ideals for Reorganization—Excerpt— 
539, May °’35 

Corporate Trusteeship and 77B—R. L. Grinnell 
and J. W. Kearns—111, Aug. ’35 


Modernizing Trust Indenture to Secure Bonds— 
A. L. Grutze—137, Aug. ’35 


Modifications to Trust Indentures Securing Bond 
Issues—Lorne L. Miller—437, Nov. ’35 


Trustee 


Practical Guides in Corporate Trust Procedure— 
Henry A. Theis—729, June °32 


Economic Importance of the Deed of Trust—A. 
L. Lathrop—65, July ’32 


Problems of Trustees in Connection with Bond Is- 
sues—H. L. Stanton—529, Nov. ’32 


Some Guiding Policies for Corporate Trust Busi- 
ness—A. C. Downing—219, Feb. '33 


Administration Problems under Corporate Trust- 
eeship—W. G. Littleton—335, March ’33 


Problems of Trustees under Defaulted Bond Is- 
sues—Benjamin W. Utter—653, June ’33 


Effect of Securities Act on Industrial Financing— 
W. F. Gephart—279, Sept. ’33 


Corporate Fiduciaries and the Securities Act— 
Guido Pantaleoni—377, Oct. ’33 


Responsibilities of Trustees Under Real Estate 
Mortgage—Chester Davis—189, Feb. 34 


Satisfaction of Indentures Securing Obligations in 
Gold—W. C. Meyers—477, April ’34 


Exculpatory Clauses in Corporate Mortgages— 
Excerpt—497, April °’34 


Gold Currency Legislation and Gold Clause in 
Contracts—James T. Carter—773, June ’34, 77, 
July ’34 


Elastic Powers of a Trustee for Bondholders— 
Baldwin Maull—17, July ’35 


Duty of Trustee Under Bond Issue to Bid at 
Foreclosure Sale—Joseph G. Porter—561, Dec. 
35 


Legal 


Liability of Trustee Under Bond Issue—New 
York Decision—165, Feb. ’33 


COSTS: see EXPENSES 
CURTESY AND DOWER: see DISTRIBUTION 
CUSTODIANSHIP: see AGENCY 


CY PRES DOCTRINE: see DISTRIBUTION 


TRUST COMPANIES 


DEED OF TRUST: see MORTGAGES, or CORPOR- 
ATE TRUST, Trustee 


DEFAULTED SECURITIES: see INVESTMENTS 
DEPOSITARY: see CORPORATE TRUST, Agency 
DESCENT: see DISTRIBUTION 

DISCRETION: see POWERS, Limitations 


DISTRIBUTION 


Improvements in New York Laws Governing In- 
heritance and Decedent Estate—Hon. James A. 
Foley—673, May ’31 


State Commissioner to Revise Decedent Estate 
Laws—KEditorial re Delaware and Pennsylvania 
—558, Nov. ’31 


Current Problems Affecting Trust Administra- 
tion—C. A. Secully—215, Feb. ’32 


Modernizing Laws Governing Intestacy and De- 
volution—Richard Stockton—357, March °32 


Avoiding Perils of Joint Tenancy—W. J. Kom- 
mers—725, Dec. ’32 


What are Taxable Gifts?—Bureau Internal Rev- 
enue Ruling—231, Sept. ’33 


Abatement of Legacies on Election of Statutory 
Share—Excerpt—371, March ’34 


Fiduciary Problems Affected by Commercial 
Treaty—Franklin Russell—177, Aug. ’34 


Surviving Spouses in New York—Excerpt—199, 
Aug. ’34 


Limitations Over and Abolition of Estates Tail— 
Excerpt—207, Feb. '35 


Is Your Financial House in Order?—Chester J. 
Dodge—277, March ’35 


Husband and Wife Heirs of Each Other—Emil 
Baensch—309, March ’35 


Fiduciary Commission Appointed in North Caro- 
lina—Item—57, July °35 


Uniform Presumption of Death Act—National 
Conference Recommendations—389, Oct. °35 


Uniform Estates Act—5th Tentative Draft— 
National Conference Report—399, Oct. ’35 


Legal 
Insolvent Estates—Ohio Decision—104, Jan. ’31 


Vesting of Legacy—Minnesota Decision—415, 
March ’31 


Devise for Life Without Limitation Over Conveys 
Fee—Connecticut Decision—692, May ’31 


Payment of Legacies—Minnesota Decision—81, 
July ’31 


Payment of Legacies—Pennsylvania Decision— 
215, Aug. ’31 


Testamentary Gifts—Kentucky Decision—371, 
Sept. ’31 


Residuary Estate—New York Decision—371, Sept. 
"31 


Payment of Legacies—New York Decision—240, 
Feb. ’32 


Widow’s Dower—Montana Decision—507, April °32 
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Wills—Descent and Distribution—Right of Grand- 
daughter to Inherit Under New York Decedent 
Estate Law—New York Decision—67, July ’34 


Directed Cash Legacy May Not Be Satisfied by 
Delivering of Mortgage—Legacy was Charge 
Against Residue—Residue was Ample to Pro- 
vide for Cash Payment—Pennsylvania Decision 
—94, July ’34 


Direction to Pay Out Principal for Support in 
Discretion of Trustees—New York Decision— 
94, July ’34 


DOMICILE: see JURISDICTION 
DRAFTING, Wills and Trusts 


Oregon Trust Association Sponsors Will Contest 
—Item—39, Jan. ’31 


Mitigating Taxation in Preparing Wills and 
Trusts—Joseph J. Robinson—187, Feb. ’31 


Estate Planning for Present and Future—Item— 
254, Feb. ’31 

Trustor-Trustee Constitution Makes Appearance— 
Editorial—300, March ’31 


Model Administrative Provisions in Trusts— 
Chicago Item—449, Merch ’31 


Standardized Forms of Wills and Trusts for At- 
torneys—L. H. Roseberry—479, April ’31 


Hazards and Safety Zones of Trustees’ Liabilities 
—Burritt Hamilton—753, June ’31 


Law of Trusts and Insurance re Insurance Trust 
—Henry S. Fraser—779, June ’31 


Will Contest Sponsored by Corporation Fiduciary 
Association—Wisconsin Item—526, Oct. ’31 


Reasons for Public Faith in Trust Company Ser- 
vice—L. H. Roseberry—631, Nov. °31 


Legal Problems in Drafting Life Insurance Trusts 
—Denis B. Madura—61, Jan. ’32 


Will Contest Sponsored by Trust Company—Vir- 
ginia Item—279, Feb. ’32 

Consolidating of Testamentary and _ Extrinsic 
Trusts—Arthur M. Tyler—477, April °32 


Advantages of Flexibility in Creation of Trusts— 
Rush C. Butler—483, April ’32 


Is It Safe to Add Property to Trusts by Will ?-- 
Gilbert Harri:—605. May ’32 


Pitfalls to be Avoided in Drafting of Wills— 
Albert L. Grutze—615, May ’32 


Hazards in Failing to Revise Wills—James H. 
Perkins—736, June °32 


Acute Problems of Estate Shrinkage and How 
They Can Be Met—L. H. Roseberry—139, Aug. 
"32 

Revising the Will—An Urgent Duty—Symposium 
—521. Nov. ’32 : 


Reminding Customers to Revise Their Wills— 
Charlton Alexander—670, Dec. ’32 


Releasing Trust Service from Cumbersome Forms 
—D. W. McKay—173, Feb. ’33 


Distinguished Lawyers as Will Writers—Editor- 
ial—290. March ’33 


Avoiding Dangers and Waste of Long-Term 
Trusts—Hugh McLean—309, March ’33 


Next Step in Life Insurance Trust Development 
—Guy B. Horton—458, April ’33 


Writing of Adequate Wills—Losses Due to In- 
testacy—Craig R. Smith—577. May ’33 


Advising Customers of Changes Affecting Wills 
and Trusts—Gwilyn A. Price—588, May ’33 


Advice on Will Writing and Estate Division— 
Dorothy Dix—593, May ’33 

Estate Planning as Affected by Legal Considera- 
tions—Charles F. Gore—167, Aug. ’33 

Protective Clauses in Wills and Trusts—Item— 
192, Aug. ’33 

The Pleasure of Making a Will—Item—423. Oct. 
33 

Proper Execution of Wills Outlined—R. R. Bix- 
by—667, Dec. ’338 

Living and Testamentary Trust Essentials Over- 
looked—J. J. Robinson—153, Feb. ’34 


Changing Wills to Meet Today’s Conditions—St. 
Louis Ad.—339, March ’34 


Solving Difficult Problem in Planning Wills— 
Business Insurance Trust Item—472. April °34 


Wills and Testamentary Trust Essentials—Bixby 
Course, Article 1—693. June ’34 


Minimizing Estate Taxes in Drafting Wills and 
Trusts—John D. Wright—743, June °34 


Effective Employment of Life Insurance and Will 
—Item—156, Aug. °34 


Taxes Increasingly Important Factor in Estate 
Planning—Henry N. Andrews—63. Jan. ’35 


Estate Analysis of Outstanding Importance— 
Bixby Course, Article 9—227, Feb. ’35 


Is Your Financial House in Order?—Chester J. 
Dodge—277, March ’35 

Correcting Faults in Wills—Chester J. Dodge— 
395, April ’35 

Will Writing Contest Shows Excellent Results— 
Georgia Item—518, May ’35 


Text of Prize-Winning Will in Contest for Law 
Students—Georgia Item—620, June ’35 

A Surrogate on ‘“Laymen’s Wills’’—Comment— 
14, July ’35 


The Making and Breaking of Wills—Harry 
Hibschman—171, Aug. ’35 


Legal 

Provision for Unborn Child—Tennessee Decision 
—650, Nov. ’31 

Contingencies in Wills—Pennsylvania Decision— 
777, Dec. ’31 

Incorporation by Reference—New York Decision— 
392, March ’32 

Effect of Codicil to a Will—New York Decision— 
323, Sept. ’32 


Proper Execution of Will—Michigan Decision— 
459, Oct. ’32 


Codicil to a Will—New York Decision—591, May 
"33 

Will Void for Indefiniteness—Wisconsin Decision— 
592, May ’33 


Specific Contract May Upset a Secret Will—New 
York Decision—196, Aug. ’33 
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Drafting Legal Instruments—Detroit Bar Associa- 
tion Obtains Decree Enjoining Trust Companies 
from Specified Acts—Michigan Decision—71, 
July °35 


Wills—Incorporating Provisions of Voluntary 
Trust—Effect of Amendment—Massachusetts 
Decision—199, Aug. °35 


Will Contest—Lack of Proof of Undue Influence 
in Disinheriting Husband—New Jersey Decision 
—-204, Aug. ’35 


Trusts—Express Language Unnecessary to Create 
Spendthrift Trust, When—Characterization of 
Spendthrift Trust Not Denied by Trustee’s 
Power to Use Principal—Ohio Decision—357, 
Oct. °35 


DURATION OF TRUSTS: see STATISTICS, Trust 
Funds or POWERS, Limitations 


EARNINGS: see COMPENSATION 


ECONOMIC AND FINANCIAL 


Lessons from Economic Distress and Business 
Reverse—Paul M. Warburg—61. Jan. ’31 


Major Causes of World Economic Troubles— 
Hon. Reginald McKenna—193, Feb. ’31 


Restoring American Busincss vs. Artificial Stim- 
uli—John McHugh—301, March °31 


The Forces Which Restore Prosperity—David Fri- 
day—475, April ’31 

Diagnosis of Business Situation and Forecast— 
John Moody—653, May ’31 


Collective Leadership in Finance and Industry— 
Sir Arthur Salter—749, June ’31 


Solution of the Gold Problem—John H. Williams 
—19, July ’31 

Capital and Machine Age Evolving New System 
—Dr. Tully Knoles—155, Aug. ’31 


Forces that Make for Business and Industrial Re- 
vival—Dr. David Friday—285, Sept. ’31 


Restoring Commercial Banking to Proper Sphere 
—Eugene M. Stevens—425, Oct. ’31 


Redistribution of Gold and Maintenance of Gold 
Standard—Symposium—565, Nov. ’31 


American People Have Mastered More Severe 
Depressions—Alexander Noyes—37, Jan. °32 


Facing Realities After a Year of Disillusions— 
Albert A. Wiggin—33. Jan. 32 


Managed Currency vs. Gold Standard—Editorial 
on Reginald McKenna’s Comments—160, Feb. 
°82 

This Money Panic—Wallace B. Donham—163, 
Feb. ’32 


Constructive Forces for Economic Recovery— 
Rudolf Hecht—291, March ’32 


Restoring International Flow of Productive Credit 
—Norman H. Davis—323, March ’32 


Virile Message to Bankers and Business Men— 
R. Perry Shorts—445, April °’32 


Lessons from This Depression—W. F. Gephart— 
561, May ’32 


Old Fashioned Advice for Dejected Bankers— 
Rev. Alfred Brittain—570, May ’32 


Coordinated Leadership to Solve Economic Prob- 
lems—Owen D. Young—11, July ’32 


Property Rights and Punitive Taxation—Excerpts 
from Calvin Coolidge’s Article—6, July ’32 


Is Capitalism on Trial?—Symposium of Leading 
Men—129, Aug. ’32 


Proposed Banking Reform and Credit Control 
Legislation—Benjamin M. Anderson—367, Oct. 
32 

Role of Banking and Federal Reserve in Business 
Recovery—Edmund Platt—539. Nov. ’32 


Economic Aspects of the Interallied Debts—Ben- 
jamin M. Anderson—671, Dec. ’32 


Arresting Forces of Deflation—Frank Gordon— 
95, Jan. ’33 


America’s Interest in Maintenance of Gold Stan- 
dard—Joseph H. Becker—87, Jan. ’33 


British View of Gold Standard and American 
Monetary Policies—Hon. Reginald McKenna— 
167, Feb. ’33 


Major Problem one of Restoring Industrial Bal- 
ance and Credit—Charles S. McCain—170, Feb. 
33 

Agenda for Restoration of Confidence and 
Stability—Edwin W. Kemmerer—417, April °33 


Preserving Gold Standard and Perils of Inflation 
—C. F. Childs—431, April ’33 


Dangers Descried in Administration Inflation Pro- 
gram—Symposium—519, May °33 


Effect of Inflation Program on Life Insurance 
and Trust Investments—Claude L. Benner—529, 
May ’33 


Whither Are We Going?—Sigmund Metz—54l, 
May ’33 


Ruinous Effects of Inflation and Debasement of 
Currency—Dwight Farnum-—637, June °33 


Sound Money vs. Inflation—Essential to Recovery 
—Fred I. Kent—665, June ’33 


Domestic and _ International Stabilization of 
Monetary Standards—H. H. Preston—11, July ’33 


Progress Toward Reflation and Economic Stabil- 
ity—Sigmund Metz—4l1, July °33 


Operation and Principle of Managed Currency 
System—J. Lilgencrants—369, Oct. ’33 


Gold as Measuring Rod of Value—Earl Fowler 
—401, Oct. ’33 


Monetary Policies and the Price Level Complex— 
Edmund Platt—475, Nov. °33 


Inflation and Stabilization—Edwin W. Kemmerer 
—487, Nov. ’33 

Dollar Devaluation and Its Effects—W. H. Steiner 
and Oscar Lasdon—499, Nov. ’33 

Rooseveltian Money—Irving Fisher—43, Jan. ’34 


Bond Price Trends Under Managed Currency— 
S. P. Harman—75, Jan. ’34 


Possible Liability re Gold Clause Abrogation— 
John L. Vette—165, Feb. °34 


Gold Currency Legislation and Gold Clause in 
Contracts—James T. Carter—773, June ’34; 77, 
July °34 
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What Will the Dollar Be Worth?—Symposium of 
Leading Economists—25, July ’35 

The Outlook for Capitalism—Excerpt—185, Aug. 
"35 

Some Financial Ramifications of Social Security 
Legislation—Analysis—373, Oct. °35 


ELECTION, POWER OF: see DISTRIBUTION and 
WILLS, Probate 


ESCROW 


Escrow and _ Safekeeping Charges—California 


Item—234, Aug. °33 
Registrar, Escrows and Depositary Accounts— 
Bixby Course, Art. 7—591, Dec. ’34 
Legal 


Reimbursement of Escrow Agent from Fund— 
United States Supreme Court Decision—749, 
June ’32 


ESTATE PLANNING: and 


Trusts 


see DRAFTING, Wills 


ESTATE SHRINKAGE: see STATISTICS, Probate 
EXAMINATIONS: see REGULATION, Supervisory 


EXCULPATORY CLAUSES: 
POWERS, Limitations 


see DRAFTING or 


EXECUTOR: see ASSETS, Administration ; or under 
particular function 


EXPENSES 


(See also: COMPENSATION) 


Economy and Operating Efficiency in Trust Ad- 
ministration—Frank W. Blair—343, March ’31 


Making Trust Business Pay in Smaller Communi- 
ties—Clyde H. Doolittle—365, March ’31 


Profitable Trust Departments in Small Communi- 
ties—Paul S. Chalfant—675, May ’31 


Adequate Compensation Based on Costs and 


Charges—Henry A. Theis—443, Oct. ’31 


Making Trust Business Pay From the 
Item on Chicago Bank—141, Jan. ’32 


Start— 


Scientific Fee Schedule and Cost Accounting for 
Trust Service—Henry A. Theis—353, March ’32 


Watching the Trust Department Profits—W. A. 
Nieweg—189, Aug. ’32 


American Banking Focuses Attention on Costs— 
George V. McLaughlin—212, Feb. ’33 


Dispelling Uncertainty in Evaluating New Busi- 
ness—Samuel Witting—297, Sept. ’33 


Legal 


Expenses Chargeable to Corpus—Minnesota De- 
cision—83, July °32 


e 
FEDERAL RESERVE: see REGULATION 
FEES: see COMPENSATION 


FOREIGN POWERS: see POWERS, Foreign 


FOREIGN TRUST SERVICE 
Canadian Trust Companies Show Steady Progress 
—Irving P. Rexford—53. Jan. ’31 


English Public Trustee—Annual Report for 1931 
—Digest—138, Aug. ’31 


Accepting Challenge for Highest Standards in 
Administration—Gilbert T. Stephenson—49l, 
Oct. ’31 


Operations under New Laws of Trusts in Eng- 
land—P. D. Willecock—451, Oct. ’31 


How Trust Companies are Organized and Con- 
ducted in Japan—Herbert M. Bratter—751, Dec. 
"31 


Notable Progress of Canadian Trust Companies— 
J. L. Spry—101, Jan. ’32 


Improvement in American Practice Suggested by 
British Trustee Act—William P. Congdon—601, 
May ’32 


How Trust Business is Conducted in the Phil- 
ippines—Allen L. Dwyre—43, July ’32 


How Trust Business is Conducted in Japan—Y. 
Fujiware—225, Feb. ’33 


Progress of Trust Companies in Ontario, Canada 
—Item—594, May ’33 


China as Fertile Field for Modern Trust Service— 
William B. Rice—161, Aug. ’33 


Administration of English Public Trustee—1933 
report—403. March ’34 


Bermuda Legislation for Trust Banking—Item— 
208, Aug. ’34 


Public Trustee of England—Annual Report, 1935 
—101, July ’34 


* 
FUTURE INTERESTS: see POWERS, Limitations 


GIFTS: see LIVING TRUSTS 


GROWTH OF TRUST FUNDS: 
Trust Funds 


see STATISTICS, 


GUARDIANSHIP 
Estates of Minors. and Incompetents—Bixby 
Course, Article 1—19, July ’34 


Investments by Guardians—Address at Pacific 
Coast Trust Conference—647. Dec. ’34 


Legal 


Liability of Guardian for Loan of Trust Funds to 
a Bank Without Security—North Carolina De- 
cision—460, Oct. ’32 


Foreign Trust Company as Guardian—New York 
Decision—599, Nov. °32 


HISTORY (FIDUCIARY): see STATISTICS, Histori- 
cal 


HUMAN INTEREST ITEMS: see PUBLIC RELA- 
TIONS, or WILLS, Unusual 


INCOME: see LIFE TENANT and REMAINDERMAN 


INCORPORATION 
ING 


BY REFERENCE: see DRAFT- 
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INDIVIDUAL AND CORPORATE FIDUCIARY 
(See also: STATISTICS: Probate) 


Enhancement of Trust Estates—Editorial on Cor- 
poration Fiduciary Management—9, Jan. ’'31 


Trust Administration Problems under Present 
Conditions—Lewis E. Pierson—175, Feb. ’31 


If Every Wife Knew What Every Widow Knows— 
W. J. Kommers—205, Feb. ’31 


Liability of Corporate and Individual Fiduciary— 
Editorial—467, April ’31 


Leiter Case Reveals Frailty of Individual Trust- 
eeship—Editorial—612, May ’31 

The Corporate Trustee—An Essential in Modern 
Life—C. A. Scully—609, Nov. ’31 


Estate Accountings show Value of Fiduciary Ad- 
ministration—Editorial—563, Nov. ’31 


How Has Trust Service Fared During Depression 
—Frederick Behrends—573, May ’32 5 


Glimpse at the Future of Trust Business—Wil- 
liam H. Stackel—651, Dec. ’32 


Probate Court Surveys and Trust Administration 
—Charles A. Oswald—655, Dec. ’32 


Cost of Estate Administration—New Jersey Surro- 
gate Records—346, March ’33 


Policies for Acceptance and Administration of 
Personal Trusts—Harold Eckhart—347, March 
33 


Depression Emphasizes Integrity of Trust Admin- 
istration—Alex P. Reed—561, May ’33 


Trust Investment Experience During Depression— 
Raymond W. Hall—525, May ’33 


Contrasts in Corporate and Individual Trust Man- 
agement—Editorial—7, July ’33 


Individual and Corporate Fiduciary Contrasted— 
Australian Advmt—420, Oct. ’33 


Answers to Frequent Questions by Prospects— 


F. M. Hereford—656, Dec. ’33 


Co-Executors and Co-Trustees—Bixby Course, Ar- 
ticle 1—703, June ’34 


Minimizing Estate Transfer Costs—Bernard Dunn 
—9, Jan. ’35 


Guarantee Fund for Individual Fiduciaries—Item 
—554, May ’35 


“The Estate of Black’’—Edward C. King—57l, 
Dec. ’35 


INSURANCE 


Deposit 
Responsibility for Constructive Banking Reform— 
Francis H. Sisson—538, May ’33 


Effect of Banking Act and Deposit Insurance— 
Editorial—632, June ’33 


Deposit Insurance and the 1933 Banking Act— 
Lane D. Webber—641, June ’33 


Federal Deposit Insurance and Previous Experi- 
ments—Alden Anderson—717, June ’33 


TRUST COMPANIES 


Banker’s Balances and the Deposit Guarantee— 
W. H. Steiner and Oscar Lasdon—45, July ’33 


Deposit Insurance for Non-Member Banks—Item 
re Savings Bank Association—427, Oct. ’33 


Significance of Federal Deposit Insurance—Editor- 
ial—470, Nov. ’33 “= 


Estimate of Federal Deposit Insurance Cost—Re- 
port—540, Nov. ’33 


Permanent Guaranty of Deposits—Editorial—14, 
Jan. '34 


Official Statistics Re Temporary Insurance Fund 
—Official Data—248, Feb. ’34 


Defects in Deposit Insurance Law—Objectives of 
F. D. I. C.—Leo T. Crowley—511, April ’34 


Federal Insurance of Trust Deposits—L. E. Bird- 
zell—182, Feb. ’35 
Liability and Property 
Insurance and Bond Protection for Trustee Lia- 
bilities—Harley E. Stevens—803, June ’31 


Insurance or Bond Coverage under Corporate In- 
denture—Harley E. Stevens—23, July ’31 


Giving Attention to Insurance Problems of Fidu- 
ciaries—-Samuel Freifield—619, May '32 


Liability Insurance for Fiduciaries—Trust Divi- 
sion Report—245, Feb. ’33 


Standard Policy for Complete Fiduciary Liability 
Insurance—Henry Pirtle—315, March ’33 


Extending Insurance Coverage to Trustee—Editor- 
ijial—470, Nov. ’33 


Liability Insurance for Fiduciary Protection—Leo 
Mund—511, Nov. 33 


Adequate Insurance Protection for Trust Estate 
—Bixby Course, Article 6—475, Nov. 34 


Tort Liability of Fiduciary and New Liability 
Policy—W. Douglas Lux—640, Dec. ’34 


Liability Insurance for Fiduciaries—Robert G. 


Stephens—375. April ’35 
A Comprehensive Liability Insurance Policy for 
Fiduciaries—William N. Martin—470, Nov. 35 


INSURANCE TRUSTS 


Business 
Uniform Insurance Trust Practice—Editorial— 
6, Jan. ’31 


First Business Life Insurance Trust—Sir Walter 
Seott Fund—68, Jan. ’31 


Payment of Premiums on Business Insurance 
Trusts—Item—481, April ’31 


Business Insurance Trusts Growing in Popularity 
—Item—856, June ’31 


Business Insurance Trusts as Business Producers 
—Charlton Alexander—305, Sept. ’31 


Experience in Administration of Insurance Trusts 
—Elmer I. Phillips—585, May ’33 


Solving Difficult Problem in Planning Wiils— 
Georgia Item—472, April ’34 
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Neglected Phase of Business Planning—Joseph 
MeMillen—389, April ’35 


Business Insurance Minimizes Managerial Loss— 
Leon G. Simon—404, Oct. 35 


Life 


Notable Endorsements of Insurance Trust—Sym- 
posium, Life Insurance Presidents—6, Jan. 31 


Uniform Life Insurance Trust Practice—Editorial 
on volume—6, Jan. ’31 


Clarifying Taxable Status of Insurance Trust— 
Federal Regulations—7, Jan. ’31 


When Life Insurance Requires Fiduciary Protec- 
tion—James A. Fulton—65, Jan. ’31 


Reconciling Trust Agreements and Policy Con- 
tracts—Albert H. Yost—73, Jan. ’31 


Approved Form for Funded Insurance Trust— 
Jamestown (New York) Agreement—110, Jan. 
"31 


Marked Growth of Insurance Trust Business— 
Statistics—164, Feb. ’31 


Standardizing Powers and Practices under Insur- 
ance Trusts—Andrew J. Davis—317, March °31 


Cooperation in Prescribing Insurance Trusts and 
Options—Franklin W. Ganse—635, May ’31 


Bill re Life Insurance Trusts Vetoed in Pennsyl- 
vania—Item re Rule on Perpetuities—723, May 
"31 


Law of Trusts and Life Insurance Trust Agree- 
ments—Henry S. Fraser—779, June ’31 


Trusteed Life Insurance Proceeds Exempt from 
Inheritance Tax—Ohio Bill—877, June ’32 


Recommended Practice for Life Insurance Trusts 
—Form of Agreement—449, Oct. ’31 


Legal Problems Affecting Insurance Trust Agree- 
ments—Donald C. England—587, Nov. ’31 


Legal Problems in Drawing Insurance Trust 
Agreements—Denis B. Madura—61, Jan. ’32 


Joint Insurance Trust Investment Fund—KEditorial 
—157, Feb. ’32 


Business Conditions Affecting Insurance Trust 
Movement—Leslie McDouall—203, Feb. ’32 


Life Insurance Trust Movement Enters New Stage 
—Gilbert T. Stephenson—583, May ’32 


Effect of Increased Federal Estate Taxes on In- 
surance Trusts—E. D. Sampson—49, July °32 


Life Insurance Benefits Payable in 1932—Item on 
Group Insurance—481, Oct. ’32 


Trust Men Should be Grounded in Life Insurance 
Principles—Guy B. Horton—230, Feb. ’33 


Next Step in Life Insurance Trust Development— 
Guy B. Horton—458, April ’33 


Experience in Administration of Life Insurance 
Trusts—Elmer I. Phillips—581, May ‘33 


Speculative Possibilities of Life Insurance—J. H. 
Philbin—149, Aug. ’33 


Income Tax Status of Funded Life Insurance 
Trust—George L. Kappes—525, Nov. ’33 


Insurance Trust as Non-Testamentary Disposition 
—Excerpt—366, March ’34 


Effective Employment of Life Insurance and Will 
—Item—156, Aug. ’34 


Life Insurance Trusts—Bixby Course, Article 4— 
247, Sept. ’34 


Revocation of Personal Funded Insurance Trust— 
Excerpt—659, Dec. ’34 


Additional Facts on Insurance Survey Figures— 
Item—189, Feb. ’35 


Rights of Creditors in Life Insurance and An- 
nuity Contracts—Samuel Davis—313, March ’35 


Putting Insurance Into the Trust—Guy B. Horton 
—499, May ’35 


How Can Revocation of Insurance Trust be Pre- 
vented—John N. Garver—255, Sept. ’35 
Legal 


Life Insurance Proceeds—Tennessee Decision— 
529, Oct. °31 


Revocation of Life Insurance Trusts—New York 
Decision—251, Feb. ’33 


Validity of Revocable Life Insurance Trust Agree- 
ment Upheld by Illinois Supreme Court—lIllinois 
Decision—186, Aug. ’34 


INTESTACY: see DISTRIBUTION 


INVENTORY: see ASSETS, Administration 


INVESTMENT 


Policies 


How Trust Companies Function from Investment 
Viewpoint—Wilmot R. Evans—41, Jan. ’31 


Scientific Principles of Research in Investment. 
Supervision—Alden Anderson—89, Jan. ’31 


Dangers Which Lurk in Bank’s Investment Port- 
folio—Harold E. Wood—197, Feb. ’31 


Meeting Demand for Reliable Investment Counsel 
—Raymond H. Trott—399, March ’31 


Rehabilitating the Bank’s Bond Account—A. C. 
Robinson—615, May ’31 


General Standards in Selecting Bonds for Trusts 
—Item by Ralph Badger—79, July ’31 


Investment Problems of Life Insurance Business 
--Frederick H. Ecker—483, Oct. ’31 


Essentials in Supervision of Trust Investments— 
Edward J. Reilly—577, Nov. ’31 


Traditions of Life Insurance Investment—Item on 
William A. Law Address—786, Dec. ’31 


Formulating Sound Foreign Investment Policies— 
Leland R. Robinson—65, Jan. ’32 


Trends in .Trust Investments—H. F. Wilson—223,. 
Feb. ’32 


New and Rigid Tests Applied to Trust Invest- 
ments—Raymond H. Trott—565, May ’32 


How Has Trust Service Fared During Depression 
—Frederick R. Behrends—573, May ’32 


Life Insurance Trust Enters New Stage—Gilbert. 
Stephenson—583, May ’32 
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Investment Management Supreme Test in Trust 
Service—H. F. Wortham—743. June ’32 


The Banker Wrestles With His Investment Prob- 
lems—George F. Spaulding—247, Sept. ’32 


Trust Investment Principles as Safeguards—Paul 
E. Cadman—413, Oct. ’32 


Readjustment of Trust Investment Policies—Ray- 
mond L. Trott—551, Nov. ’32 


Interpretation of Trust Investment Factors— 
William P. Davis—557, Nov. ’32 


Trust Investments and Deflation Problems—John 
E. Blunt—647, Dec. ’32 


Growing Complexity of Fiduciary Investing—lI. 
Webster Baker—11, Jan. ’33 


Recent Experience in Handling Trust Investments 
—Earl W. Fenninger—39, Jan. °33 


Estate Investment Policies—Past, Present and 
Future—H. F. Wilson, Jr.—199, Feb. ’33 


Trust Investment Experience During Depression— 
Raymond W. Hall—525, May ’33 


Economic Changes and Trust Investments—Editor- 
ial (common stock investment policy)—2, July 
"33 

Charting Safe Course for Trust Investment—L. 
L. McArthur, Jr.—17, July ’33 


Investment Policies and Inflation—Dean Lang- 
muir—127, Aug. ’33 


Should Low Priced Bonds be Sold cr Held ?—A. 
W. Whittlesey—603, Dec. ’33 


‘Should Trust Investment Policies be Changed ?— 
E. C. Harwood—33, Jan. ’34 


A Reminder on Trust Investment Policies—A. C. 
Livingston—35, Jan. °34 


Investing Trust Funds in Present Monetary Sit- 
uation—Alfred Fairbank—167, Feb. ’34 


Investment Dilemma Facing Life Insurance Com- 
panies—M. A. Linton—177, Feb. ’34 


Trust and Investment Administration—Louis 
Ware—239, Sept. ’34 


Trust and Investment Administration—Louis 


Ware—351, Oct. ’34 
Office Procedure in Selecting and Reviewing Trust 
Investments—B. B. Brown—536, Nov. ’34 


Summary of Discussions on Trust Investment; 
and Policies—Pacific Coast Trust Conference— 
650, Dee. ’34 


Life Insurance Investment Policies—O. J. Arnold 
685, Dec. ’34 


Trust Investment Problems and Available Securi- 
ties—W. L. Hildeburn—168, Feb. ’35 


Supervision of Trust Investments—Frank Perley 
—649, June ’35 


Standards for Conserving Investments—Henry F. 
Wilson, Jr.—7, July ’35 


Low Money Rates and Trust Investments—H. C. 
Bailey—133, Aug. ’35 


Investing and Conserving Trust Funds—Adrian M. 
Massie—604, Dec. ’35 


TRUST COMPANIES 


Powers 
(See also: POWERS, Limitations) 


Translating Trust Service into Economic and So- 
cial Values—Irving Fisher—169, Feb. ’31 


Responsibility of Trustee Regarding Original In- 
vestments—Austin W. Scott—181, Feb. ’31 


The ‘World’ Succumbs to the Dead Hand—KEditor- 
ial on Newspaper Trust—296, March ’31 


Liability of Corporate and Individual Fiduciaries 
—Editorial—467, April ’31 


Uniform Standard Requirements for Legal Invest- 
ments—Robert Strickland, Jr.—485, April ’31 


Liberalization of Investments Legal for Trust 
Funds—Pennsylvania Committee Report—696, 
May ’31 

Dealing with Stock of Closed Corporations in 
Trust Estates—F. J. Campbell—849, June 31 


Trustees Accountability in Handling Investments 
—Editorial—1, July ’31 


When Trust Investments Lose Legal Status— 
Editorial—3, July ’31 


Judicial Decisions Affecting Fiduciary Responsi- 
bility for Decedent’s Investments—William G. 
Littleton—11, July ’31 


Legislative Tendencies and Court Decisions re 
Trust Investment—Samuel Freifield—159, Aug. 
31 


Trustees Not Required to Sacrifice Securities Los- 
ing Status—Edward J. Reilly—273, Sept. ’31 


Current Problems in Investment of Trust Funds— 
Edgar L. Mattson—319, Sept. ’31 


Legislative Protection for Investments in Rail- 
roads—KEditorial on New York Law—408, Oct. 
"31 


When Trustees are Called on to Exercise Discre- 
tion—Edmund Nelson—431, Oct. ’31 


Danger Signals and Safety Zones in Non-Legal 
Investments—Albert B. Ridgeway—569, Nov. ’31 


How Economic Conditions Affect Various Types 
of Investments—A. W. Snyder—743, Dec. ’31 


What Shall We Do With our Trust Securities ?— 
John E. Blunt—170, Feb. ’32 


Formulating Code Governing Legal Investments— 
Edward J. Reilly—223, Feb. ’32 


Lessons Gained from Recent Experience in In- 
vestments—Carl W. Fenninger—315, March ’32 


Formulating Code Governing Legal Investments 
—Edward J. Reilly—329, March ’32 


Judicial Attitude as to Responsibility for Trust 
Investments—David F. Lee—449, April ’3z 


Judicial Attitude as to Responsibility of Trustees 
—Hon. David F. Lee—449, April °32 


Trustees and the Law—Harrison Tweed—459, Ap- 
ril ’32 

Formulating Code Governing Legal Investments— 
Edward J. Reilly—473, April ’32 


New Laws Governing Trust Investments—Florida 
Legislation—499, April ’32 
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Trustees and the Falling Security Markets— 
Ralph Straub—35, July ’32 


How Bonds Rated as Legal Fared During Depres- 
sion—Edward Schickhaus—586, Nov. ’32 


Glimpse at the Future of Trust Business—Wil- 
liam H. Stackel—651, Dec. 32 


Trust Officers Soliloquy—To Hold or Not to Hold 
—B. B. Brown—665, Dec. ’32 


Liability of Trustees for Investments—Editorial— 
6, Jan. ’33 


Restatement of Law Governing Trust Investment 
—Austin W. Scott—33, Jan. ’33 


When Trustees Exercise Good Faith—Editorial on 
Pennsylvania Decision—166, Feb. °33 


When Trustee has Broad Power of Investment— 
William C. Tuttle—256, Feb. °33 


Revising and Standardizing Legal Investment 
Codes—Frank C. McKinney—329, March ’33 


Policies for Administration of Personal Trusts— 
Harold Eckhart—347, March ’33 


New Laws Governing Investment of Trust Funds 
—Item on Pennsylvania Law—605, May ’33 


Problems in Delegating Discretionary Powers to 
Successor—Joseph C. Moser—21, July ’33 


Plan for Restoraticn of Impaired Estates—Albert 
W. Whittlesey—33, July °33 


Common Stock in the Investment Program—John 
W. Teele—71, July °33 


Legal List in Light of Recent Investment Expe- 
rience—Philip A. Benson—289, Sept. ’33 


Corporate Fiduciaries and the Securities Act— 
Guido Pantaleoni, Jr.—377, Oct. ’33 


Trust Investment Law Revision—Item on Penn- 
sylvania Law—449, Oct. ’33 


Value of Legal Lists Questioned—L. H. Roseberry 
—571, Nov. ’33 


Securities Act Defeats Its Own Purpose—Guido 
Pantaleoni, Jr.—597, Dec. ’33 


Should Low-Priced Bonds be Sold or Held ?— 
Albert W. Whittlesey—603, Dec. ’33 


Securities Act as Applied to Trust Department— 
George Brownell—172, Feb. ’34 


Duties of Trustees Dealing with Defaulted Securi- 
ties—Matthew Campbell—313, March °34 


Evolution of Trust Investment Principles—Henry 
Sargent—711, June ’34 


Retention of Trust Investments—W. F. Keeney— 
59, Jan. ’35 


Legal List Gives False Sense of Security—George 
W. Edwards—170, Feb. °35 


Liability of Fiduciaries in Connection with In- 
vestments—J. Fisher Anderson—668, June ’35 


Modernized Trust Investment Statute in Pennsyl- 
vania—Summary of Legal Changes—154, Aug. 
35 


Wisconsin Trust Investment Laws Modernized— 
Summary of Legal Changes—281, Sept. ’35 


Trust Investments Committee—Pennsylvania Re- 
port—630, Dec. ’35 


Legal 


Trust Investments—Massachusetts Decision—103, 
Jan. ’31 


Authority To Retain Investments—New York De- 
cision—391, March ’32 


Executors and Administrators—Liability of Ex- 
ecutor for Failure to Dispose of Corporate 
Stock—California Decision—538, Nov. ’32 


Trust Investments—Connecticut Decision—591, 
May ’33 


Trust Investments—Corporate Trustee not Made 
Insurer and Guarantor of Investments Author- 
ized by Trust Instrument or in Securities in 
Which Individual Trustee May Lawfully Invest 
—Mortgage Participations—Right of Corporate 
Trustee to Deal With Itself—New York Decision 
—215, Feb. ’34 


Administration of Busby Estate Upheld—Execu- 
tor’s Report Approved—Prayer for Removal 
and Surcharge Denied—Illinois Decision—751, 
June ’34 


Surcharge of Executors for Potential Losses Inci- 
dent to Corporate Stocks Purchased by Testator 
and Retained by Executors Through Periods 
When Sale Could Have Been Had Without Loss 
Overruled by Higher Court—New Jersey De- 
cision—68, Jan. ’35 


Investment of Trust Funds—Power of Court to 
Authorize Purchase of Non-Legal Securities— 
New York Surrogate Denies Permission to In- 
vest in Common Stocks—Holds Change of Class 
of Legal Investments Rests With Legislature— 
New York Decision—521, May ’35 


Investment—U. S. Bonds Not Judicious Purchase 
at This Time for Ward’s Funds; Illinois Pro- 
bate Judge Denies Conservator’s Petition for 
Authority—Illinois Decision—70, July ’35 


INVESTMENTS 


(See also: MORTGAGES) 


Analysis of Present and Future of Bank Stocks— 
Zack Dowling—213, Feb. ’31 


Railroad Securities as Trust Investments—Editor- 
ial—4, July ’31 


Bank Stock as Legal Investment for Trust Funds 
—Item—250, Aug. ’31 


Public Utility Securities for Trust Investments— 
James A. Howe—707, Dec. ’31 


Financing of Public Utilities—W. C. Mullendore 
—419, Oct. ’32 


Potentialities of Bank Stocks as Investments— 
Oliver J. Troster—67, Jan. ’33 


Bank Investments and Treasury Refunding Policy 
—Oscar Lasdon—423, April ’33 


What is Happening to Municipal Credit and 
Securities—Carl P. Dennett—433, April ’33 


Railroad Bonds Policy for Institutions—Herbert 
Spero—447, April ’33 
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How Utility Bonds Have Survived Depression— 
F. V. Henshaw—716, June °33 


Essentials in Restoring Railroad Credit—Fairman 
Dick—137, Aug. ’33 

Situation Regarding Municipal 
York City Item—341, Sept. ’33 


Plan Which Saved New York City’s Credit—Item 
—442, Oct. ’33 


Tax Anticipation Notes as Bank Investments— 
Charles Park—407, Oct. ’33 


Basic Considerations of the Railroad Problem— 
Savings Bank Association Report—529, Nov. ’33 


Finances— New 


Foreign Bondholders’ Council Plans—Item—680, 


Dec. *33 


Home Loan Bonds and Government Guarantee— 
Osear Lasdon and S. L. Brennglass—47, Jan. 
"34 


Federal Activities Menace Safety of Utilities— 
E. K. Woodworth—630, May ’34 


Credit Problems of New Jersey Municipalities— 
J. S. Linen—636, May ’34 


Liability of Bank and Trust Company Stock- 
holders—National Survey—89, July ’34 


Municipal Credit Conditions Reviewed—Henry 


Hart Address—259, Sept. °34 


Gold Bonds and the Inflation Menace—Lionel Edie 
—421, Oct. °34 


Four Municipal Credit Factors Analyzed—Freder- 
ick Bird—423, Oct. °34 


Report of Municipal Securities Committee—In- 
vestment Bankers Association—561, Nov. 34 


Municipal Accounting as Protection of Munici- 
pal Securities—Lloyd Morey—603, Dec. ’34 


More Optimistic on Rail Bonds—Committee Re- 
port—557, May ’35 


Warning on Public Utility Bonds—Committee Re- 
port—561, May ’35 


IRREVOCABLE TRUST: see LIVING TRUSTS 
JOINT TENANCY: see DISTRIBUTION 


JURISDICTION 
(See also: TAXATION) 


Living Trusts and Conflict of Laws—Franklin F. 
Russell—271, Sept. ’33 


Jurisdiction to Tax the Mystery of Situs—Ex- 
cerpt—377, March ’34 


Fiduciary Problems Affected by Commercial 
Treaty—Franklin F. Russell—177, Aug. ’34 


The Administration of Intangibles—Excerpt—535, 
May ’35 


Property Taxation of Agency 
Herring—271, Sept. ’35 


Funds—J. Hugh 
Double Domicile in Inheritance Taxation—Com- 
mittee Report—577, Dec. ’35 
e 


LAW OF TRUSTS: see POWERS, REGULATION, or 
UNIFORM LAWS 


TRUST COMPANIES 


LAWYER—TRUST COMPANY JURISDICTION: see 
BAR RELATIONS 


LEASE AND LEASEHOLD: see REAL PROPERTY 


LEGISLATION: see REGULATION, Legal 


LIABILITY OF FIDUCIARY: see POWERS, Limita- 
tions; INVESTMENT, Powers, or INSUR- 
ANCE, Liability 


LIQUIDATION (OF TRUST DEPARTMENT): see 
POWERS, Successor Fiduciary; or STATIS- 
TICS, Safety 


LIFE INSURANCE RELATIONS 


Fifty-Fifty Cooperation with Life Underwriters— 
Hawes Coleman—95, Jan. ’31 


Trustee Functions Assumed by Life Insurance 
Companies—M. T. Van Hecke—495, April ’31 


When Life Underwriters Request Confidential 
Leads—Edward McMahon—528, April °31 


Trust Service and the Life Insurance Age—Hawes 
Coleman—547, April ’31 


Boston Life Insurance Trust Council—Item—591, 
April ’31 


Teaching Life Underwriter Use of Trust Ap- 
proach—Charles F. Zimmerman—4l1, July ’31 


Certificate to Trust Men by College of Life Un- 
derwriters—Franklin W. Garse—605, Nov. ’31 


Recruiting Life Underwriters for Trust Develop- 
ment—E. D., Sampson—765, Dec. ’31 


Banker Defends Life Insurance Companies— 


Thomas H. Hennings—21, July ’32 


Profitable Results from Underwriter Cooperation 
—R. E. MacDougall—299, Sept. ’32 


Tribute to Life Insurance—Editorial—293, March 
33 


Code of Ethics Governing Relations—Item on Bos- 
ton Code—569, May ’33 


Lower Interest to Insurance Beneficiaries—Life 
Cos. Survey—62, Jan. ’34 


Joint Statement on Life Insurance Cooperation— 
Committee Report—182, Feb. ’34 


Relationships of Life Underwriters and Trust 
Men—J. A. Stevenson and Gilbert Stephenson— 
184, Feb. ’34 


Course of Trust Instruction for Life Underwriters 
—Memphis Plan—349, March ’34 


Joint Statement of Life Underwriters and Trust 
Men Adopted—Item—567, May ’34 


Cooperation with Life Underwriters—R. H. Booth 
—736, June ’34 


Living Trusts and Annuities Complementary—O. 
T. Jamerson—157, Aug. ’34 


Life Insurance-Trust Council in Rochester—Re- 
port of Organization—160, Aug. ’34 


Life Insurance-Trust Council for Each City— 
Joseph W. White—235, Sept. ’34 
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Pensions an Industrial Necessity—L. G. Hanmer— 
263, March ’35 


Life Underwriters Discuss Cooperation—Commit- 
tee Report—633, June ’35 


Report of Committee on Cooperation with Trust 
Offiicers—National Association of Life Under- 
writers—391, Oct. ’35 


LIFE TENANT AND REMAINDERMAN 
(See also: ACCOUNTING) 


Dealing with Accretions to Estates—W. G. Little- 
ton—57, Jan. ’31 


Stock Dividends Issue After Death of Testator— 
Rhode Island Decision—31, July ’31 


Fourth Draft of Uniform Principal and Income 
Act—Editorial—139, Aug. ’31 


Approved Uniform Principal and Income Act— 
Text—465, Oct. ’31 


Amortization Applicable to Bonds in Trust Es- 
tates—W. G. Littleton—623, Nov. ’31 


Rights of Life Tenants and Remaindermen under 
Foreclosed Mortgages—Maclin Smith—453, April 
"32 


Interpretation of Uniform Principal and Income 
Act—Charles E. Clark—723, June ’32 


Avoiding Difficulties in Audit of Personal Trusts— 
Clarence Schlueter—187, Aug. ’32 


Rights of Life Tenant and Remainderman in Fore- 
closed Mortgages—W. L. Nossaman—545, Nov. 
°32 


Apportionment of Losses on Mortgage Foreclosures 
—Guy Newhall—353, March ’33 


Distribution of Proceeds on Foreclosure Sale— 
Andrew I. Farb—245, Sept. ’33 


Uniform Principal and Income Act in Operation— 
A. L. Grutze—469, Nov. ’34 


Transfer of Stock Dividends—Francis Mannix— 
105, Jan. °35 


Wasting Assets and Amortization—Excerpt—444, 
April '35 


Compromise of Contingent Remainder Taxes—M. 
Francis Bravman—31, July °35 


Legal 


Dispositions of Remainder Interests—Kansas De- 
cision—103, Jan. °31 


Stock Dividends—Iowa Decision—225, Feb. °31 


When Dividends Become Corpus—New York De- 
cision—555, April ’31 


Rule Against Accumulations—Wisconsin Decision 
—649, Nov. ’31 


Annuities—New York Decision—105, Jan. °32 


Using Corpus for Life Tenant—Wisconsin Decis- 
ion—196, Aug. ’32 


Powers of Life Tenant re Principal in Real Estate 
—Ohio Decision—636, Dec. ’32 
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Right of Life Tenant to Income during Adminis- 
tration—Editorial on Kentucky Decision—9, Jan. 
33 


Right of Life Tenant to Stock Dividends—New 
York Decision—636, June ’33 


Life Tenants and Income—New Jersey Decision— 
83, July °33 


Stock Dividends—Deed of Trust Construed—Dis- 
tinction Between Dividend Payable in Stock of 
Issuing Company and Dividend Payable in Stock 
of Other Corporations—New York Decision— 
216, Feb. ’34 


Life Tenant’s Opposition to Modification of 
Lease Exceeding Five Years—No Basis for 
Trustee’s Request for Instructions—Trustee 
Must Decide Whether to Apply to Court for 
Approval of New Lease on Amended Terms— 
New York Decision—218, Feb. ’34 


Principal and Income—Apportionment of Ordi- 
nary Dividends—Duties of Corporate Trustees 
and Corporations—Pennsylvania Decision—310, 
Sept. ’35 


Principal and Income—dAllocation Between Life 
Tenant and Remainderman of Stock Dividends, 
Profit from Sale of Stock—Rights to Subscribe 
and Liquidating Profit—Indiana Decision—312, 
Sept. ’35 


LIVING TRUSTS 


Federal and State Tax re Trusts Inter-Vivos— 
Louis B. Runk—645, May ’31 


Protection Against Creditors and Taxes in Living 
Trust—Charles I. Baker—667, May ’31 


Where Irrevocable Trust Could Prevent Collapse— 
Item—230, Aug. ’31 


The Value of Living Trusts—Robert G. Stephens 
—645, Nov. ’31 


Consolidation of Testamentary and _ Extrinsic 
Trusts—Arthur B. Tyler—477, April ’32 


Function of Inheritance Tax and Inter-Vivos 
Transfers—Walter E. Hope—145, Aug. ’32 


Living Trust Acquires New Significance and Ap- 
peal—J. H. Boushall—165, Aug. ’32 


Advocating Voluntary Trust as Vital Public Need 
—Leopold Chambliss—267, Sept. ’32 


Developing Living Trust Business—Item—313, 


Sept. 32 


Why the Living Trust Makes Exceptional Appeal 
—Roy M. Huff—563, Nov. ’32 


Trusts Inter Vivos Gifts under New Tax Laws— 
Louis B. Runk—687, Dec. ’32 


Strongest Appeal for Creation of Living Trust— 
W. O. Heath—705, Dec. ’32 


Effect of Recent Decisions as to Taxation—Frank 
McKinney—555, May ’33 


Living Trusts and Conflict of Laws—Franklin 
Russell—271, Sept. ’33 
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Safeguards in Acceptance of Living Trusts— 
Editorial—471, Nov. ’33 


Living and Testamentary Trust Essentials Over- 
looked—J. J. Robinson—153, Feb. ’34 


Capital Taxes for Social Reform—Use of Trusts— 
C. E. Kimball—579, May ’34 


Private, Living or Voluntary Trusts—Operations 
—Bixby Course. Article 3—143, Aug. ’34 


Revocability of Trusts in Personal Property—Ex- 
cerpt on New York Law—76, Jan. ’35 


Facilities for Pension Fund Administration—L. G. 
Hanmer—164, Feb. °35 


Pensions an Industrial Necessity—-L. G. Hanmer— 
263, March ’35 


The Man-Year—Industrial Pensions—L. G. Han- 
mer—381, April ’35 


The Annuity Purchase Fund—Assuming Custody 
—L. G. Hanmer—505, May ’35 


Irrevocable Trusts—Rights of Donor—Ray _ T. 
Sawyer—231, Sept. °35 


What Powers May Donor Retain in Creating Ir- 
revocable Trust—Henry N. Andrews—551, Dec. 
"35 


Minimizing Death Taxes—F. O. Shelton and Les- 
lie Coleman—637, Dec. ’35 


Legal 
Decisions Favor Irrevocable Trusts as Tax Free— 
Federal Court Decisions—687, May ’31 
Revocation—Pennsylvania Decision—213, Aug. ’31 
Revocation of Voluntary Trusts—New York De- 
cision—505, April ’32 


Wife May Not Obtain Alimony from Spendthrift 
Trust—California Decision—750, June ’32 


MANAGEMENT 


Clause Authorizing Executor and Trustee to Con- 
tinue Business—A. L. Grutze—244, Feb. ’31 


Rescuing Business Concerns from Financial 
Breakers—F. W. Hutchins—291, Sept. ’31 


New Trails in Constructive Trust Legislation— 
A. L. Grutze—810, June ’31 


Rehabilitation of Corporations in Financial Dis- 
tress—Fred MacKelcan—85, Jan. ’33 


The Trust Company at Work—Item—373, March 
"33 


Administration of a Business Enterprise—James 
Manning—331, March ’34 


Protection of Family Business from Destructive 
Taxation—C. E. Kimball—170, Aug. ’34 


Legal 


Business Interests—California 


Sept. ’31 


Decision—271, 
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Personnel 


Census of Bank and Trust Company Employees— 
Item—244, Feb. ’31 


Function and Assignment of Trust Department 
Personnel—Gwilyn Price—359, March ’31 


Developing Trust Service in Group Banking Sys- 
tems—Item—529, April ’31 


Protection for Bank Employees—Editorial—744, 
June ’31 


Highlights of Convention of American Institute 
of Banking—Report—837—June ’31 


Modern Trust Company Library—What it Ac- 
complishes—Laura Gage—179, Aug. ’31 


Influence and Place of Women in Trust Work— 
Emma Lange—197, Aug. ’31 


Meeting Demand for Competent Trust Personne? 
—John Veenhuysen—210, Aug. ’31 


Trust Work as Life Career—Item—252, Aug. ’31 


Trust Company Enjoins Responsibility on Em- 
ployees—Item—257, Aug. ’31 


Trust Men Pass C. L. U. Examinations—Item— 
396, Sept. ’31 


Nation Calls for “One Hundred Point’? Men— 
Herbert Jackson—473, Oct. ’31 


Square Deal for Bank Employees in Compensa- 
tion—Allard Smith—551, Oct. ’31 


Certificates to Trust Men by College of Life 
Underwriters—Franklin W. Ganse—605, Nov. 
"31 


Educational Course Inaugurated at Chicago Trust 
Company—Item—3807, Dec. ’31 


Opportunities in Trust Service for Young Men— 
Francis H. Sisson—93, Jan. ’32 


How Public Trust Office of New Zealand Trains 
Juniors—J. W. MacDonald—495, April ’32 


Liability of Trustee for Dishonesty of Employee 
—Albert Hirst—155, Aug. 32 


Educational Facilities for Trust Men—KEditorial 
—296, March ’33 


Maintaining Standards of Trust Personnel and 
Service—William H. Stackel—159, Aug. ’33 


Training Trust Solicitors—John Remington—329, 
Sept. ’33 


Life Underwriters Course in Universities—Item 
—670, Dec. ’33 


Qualifications for Executive Trust Positions— 
Editorial—15, Jan. ’34 


Opportunities for Study of Fiduciary Functions— 
National Survey—293, March ’34 


Short Course on Trust Department Operations— 
R. R. Bixby—693, June ’34 


Trust Department Policies from President’s Point 
of View—Tom K. Smith—379, Oct. '34 

Educational Work in Pennsylvania Law Schools 
—Item—653. Dec. 34 


Outline of Plans for Graduate School of Banking 
—Harold Stonier—179, Feb. ’35 
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Trust Course of the Graduate School of Banking 
—Item—311, March ’35 


Pensions for Bank Staff Advantageous—Report 
Summary—379, April ’35 


Operating Methods—Meetings of Employees— 
Bixby Course, Article 12—565, May ’35 


Tentative Pension Plan for New York Banks— 
Item—635, June ’35 


Educational Requirements for Trust Work—Sam- 
uel Waugh—672, June ’35 


The Profession of Trusteeship—Gilbert Stephen- 
son—351, Oct. ’35 


The Future Trust Officer and His Requirements— 
James W. Allison—453, Nov. °35 


Policies 


Trust Administrative Problems under Present 
Conditions—Lewis E. Pierson—175, Feb. ’31 


When Bank Directors Fail to Perform their 
Duties—F. G. Awalt—309, March ’31 


Economy and Operating Efficiency in Trust Ad- 
ministration—Frank W. Blair—343, March ’31 


Making Trust Business Pay in Smaller Communi- 
ties—Clyde Doolittle—365, March °31 


A New Trust Platform—Functions of Manage- 
ment—James H. Perkins—471, April ’31 


Profitable Trust Departments in Small Communi- 
ties—Paul Chalfant—675, May ’31 


Hazards and Safety Zones in Path of Trustee’s 
Liability—Burritt Hamilton—753, June ’31 


Appraisal of Trust Service by Attorney and Ex- 
Trust Officer—Harold E. Fraser—183, Aug. ’31 


Legal Liabilities of Directors Relating to Trust 
Department—Louis S. Headley—343, Sept. ’31 


Accepting Challenge for Highest Standards in Ad- 
ministration—Gilbert T. Stephenson—491, Oct. 
"31 

Responsibility of Bank President to Organization 
and Public—John B. Larner—511, Oct. 31 


Success in Organization and Operation of Small 
Trust Department—John H. Evans—723, Dec. 
"31 


Statutory Definition of Trustee Powers and Duties 
—KEditorial—159, Feb. ’32 


The Trust Institution—Growth, Stability and 
Character—Ralph Stone—191, Feb. ’32 


Current Problems Affecting Trust Administra- 
tion—C. Alison Scully—213, Feb. ’32 


Specialization vs. Centralization in Administra- 
tion—Kingsley Kunhardt—374, March ’32 


Guiding Rule for Trustees—No Man Can Serve 
Two Masters—William A. Stark—609, May °’32 


Avoiding Hazards in Trust Administration—A. 
B. Culbertson—623, May ’32 


Justifying Our Existence—Thomas C. Hennings— 
375, Oct. ’32 


Bank President’s Attitude Toward Trust Depart- 
ment—Andrew Price—397, Oct. ’32 


Practical Lessons from Experience in ‘Trust 
Business—Merrel Callaway—407, Oct. ’32 


Present Status and Future of Corporate Trustee- 
ship—Holman Pettibone—463, Oct. ’32 


Glimpse at the Future of Trust Business—Wil- 
liam H. Stackel—651, Dec. ’32 


Advances in Probate Legislation Affecting Es- 
tates—William C. Turpin—231, Feb. ’33 


Advantages of Centralizing Trust Management— 
James Neville—323, March ’33 


Policies for Acceptance and Administration of 
Personal Trusts—Harold Eckhart—347, March 
"33 


Reaffirming Ideals and Qualities of Trust Service 
—H. O. Edmonds—357, March ’33 


The Trust Company at Work—lIts Varied Inter- 
ests—Item—373, March ’33 


Problem of Trust Administration in Small Com- 
munities—Clinton Davidson—439, April ’33 


Trust Service Must Keep Pace with New Era— 
Joseph W. White—645, June ’33 


Operation of State-wide System of Trust Service 
—A. H. Eller—27, July ’33 


Maintaining Standards of Trust Personnel and 
Service—William H. Stackel—i159, Aug. ’33 


The Foster Mother of Pearls—Evidence of special 
care—Item—188, Aug. ’33 


Operation of Trust Departments in Group Bank- 
ing—C. E. Drake—253, Sept. ’33 


Public Charter for Corporate Trusteeship—R. M. 
Sims—293, Sept. ’33 


Trust Obligations in a Transitional Period—Gil- 
bert T. Stephenson—373, Oct. ’33 


Statement of Principles of Trust Institutions— 
A. B. A. Resolution—411, Oct. ’33 


Basis for Public Confidence in Trust Service— 
H. O. Edmonds 505, Nov. °33 





What I Expect of My Trustee—John B. Kennedy 
—593, Dee. ’33 


Trust Business and the ‘New Deal’’—Gilbert 
Stephenson—589, May ’34 


Review of Trust Year and Problems Ahead—H. O. 
Edmonds—369, Oct. ’34 


Trust Department Policies from Bank Presi- 
dent’s Point of View—Tom K. Smith—379, Oct. 
"34 


Establishment of Branch Trust Offices—Samuel 
Waugh—149, Feb. ’35 


Prerequites for Trust Service—Adoption of Poli- 
cies—Bixby Course, Article II—421, April ’35 


Review of Corporate Fiduciary Problems in 1935— 
Leon M. Little—484, Nov. ’35 


Trustee Ethics—Observing Balance of Interest— 
Stoughton Bell—489, Nov. ’35 
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MORTGAGE FORECLOSURE: see REAL PROPER- 
== 

MORTGAGE PARTICIPATION: see COMMON 
TRUSTS 

MORTGAGES 


Fundamental Principles of Sound Mortgage Loans 
—Richard M. Hurd—229, Feb. ’31 


New Sources of Profit in Making Real Estate 
Loans—J. C. Lipman—791, June ’31 


Real Estate and Mortgage Problems of Trust De- 
partment—Charles F. Ellery—191, Aug. °31 


Investment in Real Estate Mortgages and Bonds 
—Dr. W. F. Gephart—235, Aug. ’31 


Solution of Real Estate Mortgage Problem—Hol- 
man Pettibone—629, Nov. ’31 


Survey of Real Estate Mortgage Situation—Philip 
Kniskern—97, Jan. ’32 


Real Estate Mortgages Retain Preeminence—R. A. 
Bennett—55, July ’32 


Current Problems of Mortgage Loans as Invest- 
ments—Caxton P. Rhodes—281, Sept. °32 


Audit and Control of Real Estate Loans—Harry 
Downey—330, Sept. ’32 


Supervision of Real Estate Loans—Jchn T. Cooper 
—427, Oct. 32 


Let Us Not Lose Faith in Mortgages—Jonathan 
Steere—683, Dec. ’32 


Liquidating One of Largest Mortgage Pools— 
Earl A. Morton—695, Dec. ’32 


The Mortgage Situation in New York—Richard 
M. Hurd—53, Jan. '33 


What Can Be Done to Improve Mortgage Situa- 
tion—Holman Pettibone—193, Feb. ’33 


New Rules and Precedents in Dealing with Mort- 
gages—Herbert O. Frey—249, Feb. '33 


Preserving Sanctity of Contact and Trustee Obli- 
gation—Edward Duffield—303, March ’33 


Mortgage Guaranty Situation in New York— 
George S. Van Schaick—551, May ’33 


Mortgages and Morals—Herbert O. Frey—57l, 
May ’33 


Come-Back for Real Estate Mortgages—Edgar A. 
Craig—661, June 33 


Real Estate Loans under Installment Payment— 
J. C. Lipman—691, June °33 


Guaranteed Mortgages as Fiduciary Investments 
—George W. Naumberg—59, July ’33 


Conversion of Mortgages to Home Loan Bonds— 
Editorial—364, Oct. °33 


Trustee Problems in Handling Guaranteed Mort- 
gages—Henry Proffitt—479, Nov, ’33 


Handling of Mortgages Based on Experience—W. 
S. Emms—546, Nov. ’33 


Salvaging Real Estate Mortgages—Charles Ellery 
—247, Feb. ’34 


Urban Mortgage Debt—Problems of City Property 
Owner—Excerpt—306, Sept. ’34 


Mortization of Real Estate Loans Essential—W. 
C. Wood—394, Oct. ’34 


Real Estate Loans as Bank Investments—J. C. 
Lipman—565, Nov. ’34 


The Real Estate Behind Trust Mortgages—Excerpt 
—333, March ’35 


Real Estate Mortgage Bonds as Trust Investments 
—Excerpt—77, July °35 


Federal Housing Administration Guaranteed 
Mortgages—Herbert O. Frey—115, Aug. ’35 


Insured Mortgages as Investments for Trust 
Funds—Guy Greer—359, Oct. °35 


Provision to Make Mortgages Marketable is Need- 
ed—Association Report—370, Oct. ’35 


Legal 


Extension of Mortgage by Executor—New York 
Decision—Feb. ’33 


Life Tenant’s Opposition to Modification of 
‘Lease Exceeding Five Years—No Basis for 
Trustee’s Request for Instructions—Trustee 
Must Decide Whether to Apply to Court for 
Approval of New Lease on Amended Terms— 
New York Decision—218, Feb. ’34 


Investments—Mortgage in Trustee’s Name and 
Not as Trustee for the Trust Held Not in Com- 
pliance With Pennsylvania Statute—Pennsyl- 
vania Decision—201, Feb. ’35 


Mortgage Participation Certificates — Trusts 
Created by Banks and Trust Companies From 
Own Assets Held Invalid—Ohio Decision—205, 
Aug. ’35 


we 
NEW BUSINESS, VALUATION: see NEW BUSI- 
NESS, Acceptance 
NEW BUSINESS 
Acceptance 


Valuing and Paying for New Trust Business— 
Frederick H. Behrends—369, March ’31 


Evaluating and Determining Cost of New Trust 
Business—Harve Page—771, Dec. ’31 


Avoiding Hazards in Trust Administration—A. B. 
Culbertson—623, May °32 


Determining Cost of Securing New Business— 
Chicago Report—295, Sept. ’32 


Standards in Accepting New Business—W. D. 
Lux—449, Oct. °32 


Policies for Acceptance and Administration of 
Trusts—Harold Eckhart—347, March ’33 


Guarding Against Loss or Lapsation of Business 
—Harold J. Clark—671, June '33 


Dispelling Uncertainty in Evaluation of Trust 
Business—Samuel Witting—297, Sept. °33 


Safeguards in Acceptance of Living Trusts— 
Editorial—471, Nov. ’33 


Holding Potential Trust Business—Editorial— 
152, Feb. °34 
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Scientific Appraisal of New Business Practicable 
—Samuel Witting—176, Feb. ’34 


Application of New Business Evaluation Tables— 
R. H. Chrisman and D. W. Laing—277, Sept. ’34 


How Can Revocation of Insurance Trust be Pre- 
vented ?—John N. Garver—255, Sept. ’35 


Opportunities 
(See also: STATISTICS—PROBATE) 


Field for Trust Companies in Smaller Communi- 
ties—C. M. Harger—79, Jan. ’31 


Trust Department as Antidote for Low Money 
Rates—Carroll D. Murphy—517, April ’31 


Opportunities for Trust Service in the South— 
W. C. Bowman—543, April ’31 


The Trust Company and the Public—J. Stewart 
Baker—437, Oct. ’31 


Potential Business for Trust Departments—C. P. 
Heavener—518, Oct. ’31 


Present Opportunities for New Trust Business— 
Arnold Brunkow—717, June ’32 


Opportunities for Profitable Business in Small 
Communities—G. H. Bradshaw—303, Sept. ’32 


Present Status and Future of Corporate Trustee- 
ship—Holman D. Pettibone—463, Oct. ’32 


Trust New Business—What of the Future ?— 
Mather Richardson—189, Feb. ’33 


New Avenues to Trust Institutions in Public Wel- 
fare—John A. Stevenson—341, March ’33 


Trust Service Must Keep Pace with New Era— 
Joseph W. White—645, June ’33 


Trust Business and the ‘‘New Deal’’—Gilbert 
Stephenson—589, May ’34 


Opportunities for Profitable Service in Reorgan- 
ization Work—Guy M. Walker—139, Aug. ’34 


Trust Man, What Next?—Gilbert Stephenson— 
581, Dec. ’34 


Establishment of Branch Trust Offices—Samuel 
Waugh—149, Feb. ’35 


Facilities for Pension Fund Administration—L. 
G. Hanmer—164, Feb. ’35 


For What Type of Trust Service Will There be 
Greatest Demand—C. M. Schlosser—243, Sept. 
"35 


“Tax the Wealth’ Program and Future Trust 
Business—A. D. Bowie—247, Sept. ’35 


Solicitation 
(See regular department ‘Developing Trust New 
Business’, beginning Feb. ’34) 
Uncovering and Following Up Leads for Trust 
Business—Arthur Weber—329, March ’31 


Right Kind of Support to the Trust Salesman— 
Frank Page—377, March ’31 


Concentrated Effort Necessary in Trust Solicita- 
tion—Fred Ellsworth—393, March ’31 


Practical Policies in Developing of Trust Busi- 
ness—Ronald Ransom—538, April ’31 


Your Estate—Who Will Chart Its Course?— 
Replica of Advertisement—663, May ’31 


Approaching Wives on Trust Service—Item—256, 
Aug. ’31 


Right of Trust Companies to Advertise and Soli- 
cit Business—William S. Miller—299, Sept. ’31 


Technique of Personal Trust Solicitation—M. E. 
Watkins—637, Nov. ’31 


Successful Experience in Developing Agency Busi- 
ness—Frederick Eastman—73, Jan. ’32 


On the Dotted Line—Signing Up Officers and 
Directors—Item—230, Feb. ’32 


Estate Management—Next Cycle of Appeal— 
Clinton Davidson—469, April ’32 


The Trust Officer Speaks Up in Meeting—W. S. 
Guilford—500, April ’32 


Agencies: Timely and Profitable Avenue for 
Business—D. W. Mackay—699, June ’32 


New Era in Development of Trust Business—A. 
Key Foster—25, July ’32 


Conducting the Women’s Department Successfully 
—Agnes Kenny—190, Aug. ’32 


Defensive Selling or Conserving Potential Busi- 
ness—Charlton Alexander—255, Sept. ’32 


Advocating Voluntary Trusts as Vital Public 
Need—Lee Chambliss—267, Sept. ’32 


Appeal for New Business in Commingled Fund— 
Rodman Ward—281, Sept. ’32 


Financial Advertiser’s Association Proceedings— 
Report—307, Sept. ’32 


Obtaining New Trust Business under Present 
Conditions—Allan Cook—473, Oct. ’32 


Why the Living Trust Makes Exceptional Appeal 
—Roy M. Huff—563, Nov. ’32 


Advantages of Cooperation Among Trust Devel- 
opment Men—William A. Stark—571, Nov. ’32 


Why Trust Message Falls on More Attentive Ears 
—Towner Phelan—575, Nov. ’32 


Women of Means as Prospects for Trust Business 
—Harold J. Clark—711, Dec. ’32 


Women of Means as Prospects for Trust Business 
—Harold J. Clark—711, Dec. ’32 


A New Day for the Trust Solicitor—Louise Moyer 
—565, May ’33 


Meeting New Demands of Trust Prospect—Paul 
Chalfant—573, May ’33 


Overcoming: Procrastination in Closing Trusts— 
William A. Stark—694, June ’33 


Trust Administration Deserves Public Confidence 
—William H. Neal—705, June ’33 


Summary of Financial Advertisers Convention— 
Trust Addresses—329, Sept. ’33 


Answers to Frequent Questions of Prospects— 
F. M. Hereford—656, Dec. ’33 


Trust New Business Efforts of 1933 Reviewed— 
Compendium—51, Jan. ’34 
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Views on Best Method of Attracting New Busi- 
ness—Survey Summary—341, March ’34 


When a New Business Pond Seems ‘Fished Out’’ 
—Merrill Anderson—286, Sept. ’34 


Selling the Services of the Trust Department— 
Bixby Course, Article 10—283, March '34 


What Representative Banks are Doing in New 
Business—F. A. A. Survey—459, April ’34 


Hints for Trust Solicitors—Stuart E. White—611, 
June ’34 


The Future of Trust Solicitation—J. Blake Lowe 
238, Sept. °34 


Soliciting Trust Business on Tax-Saving Basis— 
R. M. Eastman—248, Sept. ’35 


How to Get Wills on Deposit—Vance Desmond— 
253, Sept. °35 


How Bank Staff Can Cooperate With Trust De- 
partment—Samuel Marsh—263, Sept. ’35 


What Form and Style of Advertising Most Help- 
ful in Trust Solicitation—Harve H. Page—387, 
Oct. °35 


Customer Conference Concerning a Living Trust 
—Demonstration—477, Nov. ’35 


NOMINEE: see AGENCY 

PENSION FUNDS: see LIVING TRUSTS 
PERPETUITIES: see POWERS, Limitations 
PERSONNEL: see MANAGEMENT, Personnel 
PLEDGE OF SECURITY: see ASSETS, Protection 


POWERS 


Foreign 
Foreign Fruit Companies in Ohio—Official Ruling 
—702, June ’32 
Trust Facilities Provided by Chase National in 
England—Item—207, Aug. ’32 


Law of Comity Applied to Foreign Fiduciary— 
Pennsylvania Item—559, Nov. °33 
Legal 


Ancillary Administration—Kentucky Decision— 
241, Feb. °32 


Service on Bank Commissioner for Foreign Trust 
Company—New Jersey Decision—May ’32 


Foreign Trust Companies—Texas Decision—193, 
Aug. 32 


Foreign Trust Company as Guardian—New York 
Decision—599, Nov. °32 


Limitations 


Clarifying Laws Governing Trustees and Execu- 
tors—Louis Headley—305, March ’31 


Hazards and Safety Zones of Trustees’ Liabilities 
—Burritt Hamilton—753, June ’31 


Codification of the Law of Trusts—Editorial— 
135, Aug. ’31 


When Trustees Are Called on to Exercise Discre- 
tion—Edmund Nelson—431, Oct. ’31 


Legal Problems Affecting Insurance Trust Agree- 
ments—Donald England—587, Nov. ’31 


Equitable Estates—Should They be Abolished ?— 
R. H. Burton-Smith—81, Jan. ’32 


Statutory Modifications of Rule on Perpetuities 
and Accumulations—Louis B. Runk—303, March 


"32 
Statutory Modifications of Rule on Perpetuities 


and Accumulations—Louis B. Runk—303, 
March ’32 
Improvement of Laws Governing Trust Respon- 


sibility—George G. Bogert—325, March ’32 


Advantages of Flexibility in Creation of Trusts 
—Rush Butler—483, April ’32 


Avoiding Dangers and Waste of Long-Term 
Trusts—Hugh McLean—309, March ’'33 


Approved Legislation Governing Trust Business— 
Pennsylvania Item—730, June ’33 


Taxability of Powers of Appointment—Henry 
Thalenfeld—613, Dec. ’33 


Living and Testamentary Trust Essentials Over- 
looked—J. J. Robinson—153, Feb. '34 


Duties of Trustees Dealing with Defaulted Se- 
curities—Matthew Campbell—313, March °34 


Powers of Sale in Trustees and Rule vs. Per- 
petuities—Excerpt—486, April ’34 


Exculpatory Clauses in Corporate Mortgages, etc. 
—Excerpt—497, April ’34 

General Duties and Liabilities of Trustee—Bixby 
Course, Article 5—361, Oct. ’34 

Development of Restraints on Alienation—Ex- 
cerpt—205, Feb. ’35 

Is Your Financial House in Order ?—Chester J. 
Dodge—277, March ’35 

Proposals for Uniform Trust Act—Law Institute 
and Trust Division Reports—637, June °35 

“The Estate of Black’’—Edward C. King—57l, 
Dee. °35 

Legal 

Power of Revocation—New York Decision—529, 
Oct. °31 

Rule Against Perpetuities—Pennsylvania Decfsion 
324, Sept. ’32 

Rule Against Perpetuities—New York Decision— 
600, Nov. ’32 

Trusts and Accumulation of Income—New York 
Decision—433, Oct. °33 


Contract—When Trustee is Personally Liable on 
a Contract—Massachusetts Decision—641, Dec. 
"35 


Successor Fiduciary 


Validating Trustee Succession in Mergers— 
Editorial on State Laws—470, April ’31 


Oregon Blazes Trail in Trust Legislation—A. L. 
Grutze—809, June ’31 
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Trustee Succession Rights Validated in Ohio— 
Ohio Ruling—845, June ’31 


Protecting Trust Departments of Insolvent Banks 
—Editorial—154, Aug. ’31 


Substitute Trustees and Trust Assets in Closed 
Banks—Pennsylvania Ruling—643, Nov. ’31 


Effect on Merger on Trust Beneficiaries and As- 
signees—S. T. Swanson—755, Dec. ’31 


Protection of Trust Estates by Corporate Fidu- 
ciaries—Gwilym A. Price—24, Jan. ’32 


Transfer of Trust Assets from Closed Bank— 
Pennsylvania Item—274, Feb. ’32 


What Happens to Trust Business When Bank 
Liquidates—Henry Sargent—513, April ’32 


Liquidating One of Largest Mortgage Pools— 
Earl Morton—695, Dec. ’32 


Substituted Fiduciary in Place of Closed Trust 
Company—F. H. Shields—79, Jan. ’33 


Responsibility of Trustees in Taking Over Prop- 
erty—Editorial—163, Feb. ’33 


Facilitating Merger on Consolidation of Trust De- 
partments—A. L. Grutze—445, April ’33 


Delagating Discretionary Powers to Successor 
Trustees—Item—186, Aug. ’33 


Trust Operations in Closed and Restricted Banks 
—Treasury Regulation—121, Aug. ’33 


National Banks as Successor Trustees—Item— 
186, Aug. ’33 


Taxability of Transfers to Successor Trustees— 
Internal Revenue Bureau Ruling—415, Oct. ’33 


Liquidation of Trust Department Described—Alex 
P. Reed—39, Jan. ’34 


How Trust Assets Affected by Sale to Another 
Bank—Leslie Coleman—583, May ’34 


Legal Responsibility of Successor Trustee—Har- 
ris G. Nelson—487, May ’35 


PRACTICE OF LAW: see BAR RELATIONS 


PRINCIPAL AND INCOME: see LIFE TENANT and 


REMAINDERMAN 


PROBATE: see WILLS, or STATISTICS, Probate 


PROPERTY RIGHTS: see WEALTH and PROPER- 


TY RIGHTS 


PROTECTION OF TRUST FUNDS: see REGULA- 


TION 


PROXIES: see ASSETS, Administration 
PUBLIC RELATIONS 


Advertising 


(See regular department ‘Developing Trust New 
Business’, beginning Feb. ’34) 


Dangerous Reefs to Avoid in Trust Publicity— 
D. R. Wessling—209, Feb. ’31 


Experience Table on Diversified Trust Advertising 
—Allan B. Cook—323, March ’31 


Philosophy and Fundamentals of Trust Advertis- 
ing—Francis H. Sisson—351, March ’3l 


Ethical Code Governs Trust Advertising—Massa- 
chusetts Law—447, March ’31 


Playlet Tells “How to Die Right’’—California 
Drama—188, Aug. ’31 


Right of Trust Company to Advertise and Solicit 
Business—William S. Miller—299, Sept. ’31 


Bank and Trust Advertising That Pays—Fred M. 
Staker—361, Sept. ’31 


American History Shows Recovery Inevitable— 
Advertisement Text—519, Oct. ’31 


For Whom is Trust Advertising Written ?— 
Dorothea Cogswell—61, July ’32 


Canadian Trust Companies Cooperation Educa- 
tional Campaign—G. S. H. Carter—71, July ’32 


Advertising Acquires Férce in Times of Adver- 
sity—Francis H. Sisson—181, Aug. ’32 


Bank Advertising Acquires New Role—H. A. Lyon 
—277, Sept. ’32 


Why This Bank Advertises—Edwin Baxter—301, 
Sept. ’32 


First Principles in Trust Advertising—Don 
Knowlton—675, Dec. ’32 


Advertising Trust Service in 1933—H. Douglas 
Davis—685, Dec. ’32 


Unsolicited Tributes to Trust Services—Advertis- 
ing Texts—714, Dec. ’32 


Cooperative Advertising of Trust Services— 
Canada and Baltimore—715, 719, Dec. ’32 


Calling the Roll of States on Trust Integrity— 
Item—464, April ’33 


Financial Advertisers Association Convention— 
Proceedings Summary—325, Sept. °33 


Advertising for New Trust Business—Albert 
Journeay—653, Dec. ’33 


Banks Using Statements More Effectively—Re- 
view—113, Jan. °34 


Developing Trust New Business—Regular Depart- 
ment of Magazine, in Feb. ’34 and subsequent 
issues 


Spirit of Security—Safe Deposit Fantasy—K. D. 
Robertson, Jr.—335, March ‘34 


Neglect of Advertising Values in Financial Re- 
ports—Analysis Summary—125, Aug. ’34 


Referring to Tax Rate Differentials in Advertis- 
ing—Robertson Griswold—159, Feb. ’35 


Opinions on Publication of Trust Statistics— 
Comments—187, Feb. ’35 


Radio as Advertising Media for Banks—Station 
Survey—601, June ’35 


Radio as Advertising Media for Banks—Analysis 
of Programs—37, July ’35 
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Radio as Advertising Media for Banks—Coopera- 
tive Programs—179, Aug. ’35 


Direct Mail Advertising and Trust Solicitation— 
Fontaine Le Maistre—250, Sept. ’35 


California Association Pioneers in Group Pub- 
licity—Item—285, Sept. ’35 


Radio as Advertising Media for Trust Companies 
—Association Programs—291, Sept. °35 


Radio as Advertising Media for Trust Companies 
—Special Program Details—363, Oct. ’35 


Future Advertising of Trust Service in View of 
Past Experience—W. H. Loos—458, Nov. ’35 


Effective and Economical Advertising Through 
Cooperation—Eliot H. Thomson—555, Dee. ’35 


Institutional 


Newspaper Comments on Safety of Trusts—Item 
—413, March ’31 


Public Relations Cannot be Divorced from Oper- 
ations—Item—695, May ’31 


Newspapers the Worst Offenders—Editorial—264, 
Sept. ’31 


Challenge to Bank and Trust Company Manage- 
ment—Editorial—272, Sept. ’31 

Enlisting Creative Forces in Finance—Financial 
Advertisers Convention—353, Sept. ’31 


Reasons for Public Reliance on Trust Company 
Service—L. H. Roseberry—631, Nov. ’31 


Public “Show Me” Attitude Toward Trust Ser- 
vice—H. F. Pelham—654, Nov. ’31 


A Word in Defense of American Bankers—Editor- 
ial—431, April ’32 

What Do You Mean—Public Relations?—H. J. 
Plogstedt—741, June ’32 


Giving Public True Picture of Bank’s Operations 
—Jerre Sullivan, Jr.—29, July ’32 


Promoting Public Confidence in Trust Service— 
Harry A. Lyon—307, March ’33 


Banks and the Public—Harry A. Lyon—701, June 
33 
Before the Bar of Public Opinion—Editorial—- 
232, Sept. ’33 


Bankers Role as Conservative Force in New Or- 
der—Francis H. Sisson—237, Sept. °33 


Proper Interpretation of Financial Views—Ralph 
W. Robey—397, Oct. '33 


Statement of Principles of Trust Institutions— 
A. B. A. Resolution—411, Oct. ’33 


Public Opinion the Final Arbiter—Editorial—11, 
Jan. 34 


Aggressive Public Relations—H. A. Lyon—67, 
Jan. ’34 


Editorial Reflex of Public Opinion—Editorial Sur-_ 


vey—284, March; 429, April; 721, June; 11, 
July ; 121, Aug. ; 229, S®pt.; 431, Oct. ’34 


Operating Principles and Effective Public Rela- 
tions—Robertson Griswold—723, June ’34 


Cooperative Efforts in Bank Public Relations— 
Lee Chambliss—725, June ’34 
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Nationwide Cooperation to Picture Fiduciary 
Functions—Gwilym Price—117, Aug. ’34 


Financial Advertisers’ Convention—Summary of 
Addresses—219, Sept. ’34 


Joint Responsibilities of Banker and the Press— 
Talcott Powell—291, Sept. ’34 


Public Relations Man as Clearing House for Com- 
plaints—F. W. Barker, Jr.—292, Sept. ’34 


Customer Relations Work and Practical Results— 
W. R. Morehouse—389, Oct. '34 


Open Fight Against Insidious Attacks—Lane D. 
Webber—525, Nov. ’34 


How Can Trust Departments Improve Their Pub- 
lic Relations ?—G. Prather Knapp—551, Nov. ’34 


Future of Trust Business Depends on Public Re- 
lations—Paul P. Pullen—633, Dec. ’34 


Nationwide Movement to Build Good Will—James 
W. Allison—151, Feb. '35 


Commercial and Trust Departments Have Com- 
mon Problem—G. M. Hubbard—176. Feb. ’35 


Addressing Groups Regarding Trust Services— 
Bixby Course, Article 12—565, May ’35 


Trust Associations Can Cooperate in Public Re- 
lations—R. G. Stockton—627, June ’35 


Public Relations of Trust Institutions—Carl W. 
Fenninger—51, July °35 


How Can Public be Educated in What Trust 
Companies Do?—L. R. Dutton—245, Sept. ’35 


Cooperation With the Press—Comments at Finan- 
cial Advertisers’ Convention—246, Sept. ’35 


Public Relations as It Affects Trust Business— 
Robertson Griswold—257, Sept. ’35 


Financial News from Reporter’s Viewpoint—F. E. 
Tyng, Jr.—323, Oct. ’35 


Making Friends for the — Fiduciary—C. 
W. Fenninger—597, Dec. ’35 


Social Aspects 
(See also: CHARITABLE TRUSTS) 


Translating Trust Service into Economic and So- 
cial Values—Irving Fisher—167, Feb. ’31 


Actual Case from Trust Company Records—Item 
—259, Feb. ’31 


Safeguarding Endowments and Philanthropy by 
Trusteeship—A. H. Eller—173, Aug. ’31 


Social and Legal Aspects of Trust Service—Al- 
bert Rosenshine—231, Aug. ’31 


The Trust Company and the Public—J. Stewart 
Baker—437, Oct. ’31 


Yes, Trust Companies Have Souls—Article—769, 
Dec. ’31 


Misconceptions as to Trust Service—Editorial— 
159, Feb. ’32 


Misconceptions as to Trusteed Wealth—Rudolf 
Hecht—289, March ’32 


Trust Company Must Defend and Conserve sel 
erty—Hal H. Smith—299, March ’32 
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Virile Message to Bankers and Business Men— 
R. Perry Shorts—445, April ’32 


Trust Service Adapted to Economic and Social 
Needs—Francis H. Sisson—205, Feb. ’33 


Trust Service Measures Up to New Social De- 
mands—R. M. Sims—319, March ’33 


Avenues Open to Trust Institutions in Public 
Welfare—John A. Stevenson—341, March ’33 


The Trust Company at Work—Item—373, March 
"33 


Operation of Memorial Fund for School Teachers 
—Item—400, March ’33 


Trust Fund for University of Michigan Law 
School—Item—492, April ’33 


Trust Service Must Keep Pace with New Era— 
Joseph W. White—645, June °33 


Bankers Role as Conservative Force in New Or- 
der—Francis H. Sisson—237, Sept: ’33 


Trust Obligations in a Transitional Period—Gil- 
bert Stephenson—373, Oct. ’33 


Wide Extension of Trust Service Foreseen—Com- 
ments—143, Feb. ’35 


Corporate Trustee Adds Chapter to Scientific His- 
tory—California Observatory—136, Aug. °35 


PUBLIC TRUSTEE: see FOREIGN TRUST SER- 
VICE 


REAL PROPERTY 


Real Estate and Mortgage Problems of Trust De- 
partment—Charles F. Ellery—191, Aug. ’31 


Profitable Operation of Real Estate Department— 
Charles P. Spicer—747, Dec. ’31 


Trustee Liability in Executing Conveyances— 
Albert L. Grutze—763, Dec. ’31 


Current Problems Affecting Trust Administration 
—C. Allison Scully—217, Feb. ’32 


Scope of Real Estate Operations in Trust Depart- 
ment—Item—766, June ’32 


Economic Importance of Deed of Trust—A. L. 
Lathrop—65, July ’32 


Need for Uniformity in Mortgage Foreclosure 
Laws—George S. Parsons—175, Aug. ’32 


Rights of Life Tenants and Remaindermen in 
Foreclosure—W. L. Nossaman—545, Nov. ’32 


Taking Deed in Lien of Foreclosing Mortgage— 
Ralph M. Hoyt—133, Aug. ’33 


Distribution of Proceeds on Foreclosure Sale— 
Andrew Farb—245, Sept. ’33 


Extending Insurance Coverage to Trustee—Editor- 
ial—470, Nov. ’33 


Handling Real Estate in Trusts—William J. Stev- 
enson—192, Feb. ’34 


Mortgage Deficiency Judgments—Symposium—Ex- 
cerpt—614, May ’34 


Mortgage Conference of New York—Operating 
Plan—Waldron Belknap—2038, Aug. ’34 


Practical Application of Frazier-Lemke Act— 
Summary by Minnesota Association—215, Aug. 
"34 


Problems and Methods of Administering Real 
Property—L. H. Roseberry—529, Nov. °34 


Accounting in Connection with Foreclosure of 
Mortgages—-George Burgroen—543, Nov. ’34 


Real Estate and Mortgage Administration—Rus- 
sell Fessenden—619, Dec. ’34 


Foreclosed Real Property and Unproductive As- 
sets—Ralph Spotts and Blaine Coles—637, Dec. 
"34 


Title Hazards Arising From Revenue Laws—Ex- 
cerpt—73, Jan. ’35 


Future of Real Estate—Avoiding Unnecessary 
Building—Philip Benson—175, Feb. ’35 


Landlord and Tenant—Liability of Trustee as 
Assignee—Excerpt—545, May ’35 


Effect of Plans to Exempt Homesteads from Tax- 
ation—Memorandum—675, June ’35 


Real Estate Bond Issues of the Future—David 
Saperstein—410, Oct. ’35 


Management Problems with Real Estate in Trust 
Accounts—Ben W. Utter—478, Nov. ’35 


Real Estate and Mortgage Problems—De Witt 
Hubbell—589, Dec. ’35 


Legal 
Termination of Contracts—Pennsylvania Decision 
—777, Dec. ’31 


REGULATION 


Legal 


Policy of New York Banking Department in 
Granting Trust Powers—Item—264, Feb. ’31 


When Bank Directors Fail to Perform Their 
Duties—F. G. Awalt—309, March ’31 


Oregon Blazes Trails in Constructive Trust Leg- 
islation—A. L. Grutze—809, June ’31 


Protecting Trust Departments of Insolvent Banks 
—Editorial—142, Aug. ’31 


Revised Trust Companies Act for Alberta—Item 
—238, Aug. ’31 


Flagrant Misuse of the Title “Trust Company’’— 
Pennsylvania Item—539, Oct. ’31 


Province of Manitoba Adopts New Trustee Act 
—Item—795, Dec. ’31 


Protection of Estates in Hands of Corporate Fidu- 
ciaries—Gwilym A. Price—21, Jan. ’32 


Dropping “Trust Company” from National Bank 
Titles—Pennsylvania Item—413, March ’32 


Judicial Test for Special Reserve Trust Fund— 
Editorial—632, Dec. ’32 


Guarding Trust Business and Title—Editorial— 
403, April ’33 
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Revised Banking Code for Pennsylvania—Item— 
615, May ’33 


Laws Protecting Trust Funds 
741, June ’33 


in Ohio—Item— 


Utah Act Relating to Trust Companies—Digest— 
186, Aug. ’33 


Adequate Legal Protection for Trust Funds— 
Editorial—230, Sept. ’33 


Chart Showing Legal Protection of Trust Funds 
—State Law Compendium—244, Sept. °33 


Trust Provisions of Mississippi's New Bank Act 
—Item—601, May ’34 


Board to Restrict Entry into Trust Field—Harold 
Eckhart—641, June ’35 


Protection of ‘Trust’ Titl—Ontario Amendment— 
674, June ’35 


Provisions of New Banking Act Affecting Trusts 
—Summary—178, Aug. ’35 


Trust Companies and the Banking Act of 1935— 
H. Parker Willis—215, Sept. ’35 


Federal Legislation as it Affects Trusts—Ronald 
Ransom—493, Nov. ’35 


Supervisory 


Need for More Adequate Supervision and Exam- 
ination—Frederick H. Rawson—86, Jan. '31 


How Supervision is Maintained Over Trust De- 


partments—Aubrey B. Carter—787, June ’31 


Oregon Blazes Trails in Constructive Trust Legis- 
lation—A. L. Grutze—809, June ’31 


Effective Supervision and Examination—lllinois 
Item—123, July °31 


Trust Company Viewpoint as to Federal and State 
Systems—J. B. Chaffey—591, May ’32 


Trust Department Operations and the Bank Holi- 
day—Comptroller of Currency O’Connor—259, 
Sept. ’33 


Ruling on Membership in Federal Reserve Sys- 
tem—Connecticut Attorney General’s Opinion— 
519, Nov. ’33 


Federal Reserve Admits Purely Fiduciary Com- 
panies—Official Rulings—99, July ’34 


Trust Examination Questions—New Form—Fed- 
eral Reports—173, Aug. ’34 


Attitude of Trust Examiners to be Helpful— 


Eugene M. Stevens—375, Oct. ’34 


Sidelights on Trust Examinations—E. P. Neilan 
—671, Dec. ’34 

New Aspect of Trust Conferences—Henry E. Sar- 
gent—53, Jan. ’35 


Legislative Trends—Federal and State—Digest of 
New Laws—112, Jan. ’35 


Trust Department Examinations—Comments by 
Rudolf Hecht—129, Feb. ’35 


Federal Reserve Policies in Examining Trust De- 
partments—Richard L. Austin—130, Feb. ’35 


Need of Changes in Examination Procedure— 
Forum Discussion—136, Feb. ’35 


Present Legislative Trends—Digest of New Laws 
—237, Feb. ’35 


Legislative Trends—Federal and State—Digest of 
New Laws—353, March ’35 


Legislative Trends—Federal and State—Digest of 
New Laws—469’ April ’35 


Separate Trust Examinations 
Item—598, June ’35 


in New Jersey— 


Trust Examination Procedure in Pennsylvania— 
Comment—92, July °35 


Treasury Regulation on State Inspection of Trusts 
—Comptroller’s Letter—301, Sept. ’35 


Relations of Trust Companies with Federal Gov- 
ernment—Henry A. Theis—424, Nov. ’35 


Practical Suggestions from Trust Examiner’s 
Viewpoint—Robert A. Wilson—591, Dec. ’35 


+ 
REGISTRAR: see CORPORATE TRUST, Agencies 
REORGANIZATION: see CORPORATE TRUST 
RESERVE FUND: see ASSETS, Protection 


RESULTING TRUST: see DRAFTING, Wills and 


Trusts 
REVOCATION: see LIVING TRUSTS 
SAFE-KEEPING: see AGENCY 


SAFETY OF TRUST FUNDS: see STATISTICS, Safe- 
ty 


SECURITIES ACT: see INVESTMENT Powers or 
Economic and Financial 


SECURITY CONTROL: see ACCOUNTING or Invest- 
ment, Policies 


SEGREGATION: see BANKING RELATIONS, or 
REGULATION, Legal 


SELF-DEALING: see ASSETS, Administration 


SOCIAL AND ECONOMIC ASPECTS: see PUBLIC 
RELATIONS, or CHARITABLE TRUSTS 


SOCIAL SECURITY: see ECONOMIC and FINAN- 
CIAL 


SPENDTHRIFT TRUST: see BENEFICIARY RELA- 
TIONS 


STANDARDS OF SERVICE: see MANAGEMENT, 


Policies 
STATISTICS 
Historical 


First Business Insurance Trust—Item—68, Jan. 
31 

Derivation of Terms “Surrogate” and “Orphan’s 
Court’’—Item—343, March ’31 


Early Mosaic Laws Define Trusteeship—Item— 
17, July ’31 


Legalistic Conception of Corporate Trusteeship— 
Editorial—413, Oct. ’31 


The Trust Company and the Public—J. Stewart 
Baker—437, Oct. ’31 
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The Trust Institution—Its Growth and Character 
—Ralph Stone—191, Feb. ’32 


Present Status and Future of Corporate Trustee- 
ship—Holman Pettibone—463, Oct. ’32 


A Century and a Half of Sound Banking—Bank 
of New York and Trust Company—Item—380, 
March ’34 


150 Years of Banking for New England—First 
National Bank of Boston—Item—793, June ’34 


Wealth One Hundred Years Ago—Inventory of 
1834—97, July ’34 


Oldest Original Document in Connecticut—Text 
of Advertisement—309, Sept. ’35 


Probate 
(See also: WILLS-Probate) 


Number of Wills Filed in 1930—National Sur- 
vey—50, Jan. ’31 

Record of Intestacy in St. Louis in 1930—Item— 
284, Feb. ’31 

Probate Records Show What Happened to Es- 
tates—Hartford, Connecticut Analysis—380, 
March ’31 

Intestacy Records of Propertied Decedents in 1927 
—QOhio Item—455, March ’31 


Record of Intestacy in North Carolina—Item— 
363, April ’31 


Record of Surrogate’s Court of New York County 
—1930 Data—717, May ’31 


Analysis of Averages in Trust Records—California 
Survey—10, July ’31 


Why Trust Idea Should be Fostered—Oregon Data 
—10, July °31 


Probate and Appraisal of Large Estates—Item— 
224, Aug. ’31 


Estate Accountings Show Value of Fiduciary— 
Editorial—563, Nov. ’31 


Longest Trust on Record—Item—24, July ’'32 


Acute Problems of Estate Shrinkage—L. H. Rose- 
berry—139, Aug. °32 


Costs of Transferring Estates in New York—Item 
378, Oct. ’32 


Lessons from Experience in Trust Business— 
Merrel P. Callaway—407, Oct. ’32 


Increase in Number of Wills Probated—New York 
County Item—608, Nov. ’32 


Probate Court Surveys Reveal Advantages of 
Trust Administration—Charles A. Oswald— 
655, Dec. ’32 

Cash Requirements for Estate Settlement—Calif- 


ornia Item—158, Jan. ’33 


Cost of Estate Administration Shown by Surrc- 
gate Records—New Jersey Survey—346, March 
33 


Fewer Wills Filed in 1982—New York Data—385, 
March ’33 


Statistical Analysis of Duration of Trusts—Cal- 
ifornia Data—227, Aug. °33 


Age of Wills Probated—New York Item—408, 
Oct. °33 


Steady Progress by Corporate Executors—Bernard 
Dunn—17, Jan. ’34 


Probate Record Survey in San Franscico-—Itzm— 
86, July ’34 


Research Committee Report Presents Probate 
Data—Financial Advertisers’ Association—251, 
Sept. ’°34 


Minimizing Estate Transfer Costs—Analysis— 
Bernard Dunn—9, Jan. 35 


Safety 


Trust Safety Record up to Date—Editorial—1l, 
Jan. °31 


Official Records Confirm Safety of Trust Admin- 
istration—Official Statements—17, Jan. ’31 


Striking Tribute to Trust Administration—Bank 
of United States Failure—Editorial—166, Feb. 
"31 


Safety of Trust Administration in Pennsylvania— 
Item—588, April ’31 


Emerging from Tests with 100 Percent Safety— 
Official Reports—405, Oct. ’31 


Safety of Trust Funds in National Banks— 
Comptroller’s Advice—6, Jan. ’32 


Integrity of Trust Administration Reaffirmed— 
Banking Department Statements—15, Jan. ’32 


Michigan Free from Any Trust Losses—Banking 
Department Advice—172, Feb. ’32 


Virginia Records Clean Slate for Trust Funds— 
Banking Department Advice—232, Feb. ’32 


Clean Slate for Hawaiian Trust Companies— 
Banking Department Advice—290, March ’32 


How Has Trust Service Fared During Depression 
—Frederick Behrends—573, May ’32 


Integrity of Trust Administration Preserved— 
Editorial—357, Oct. ’32 


Integrity of Trust Administration Reaffirmed— 
Banking Department Reports—17, Jan. ’33 


Safety of Trust Funds During Depression—Comp- 
troller’s Statement—164, Feb. °33 


Depression Emphasized Integrity of Trust Ad- 
ministration—Alex P. Reed—561, May ’33 


Inviolability of Trust Funds (Harriman National 
Bank Failure)—New York Item—4, July ’33 


Official Recognition of Trust Integrity—Editorial 
—231, Sept. ’33 


Trust Department Operations and the Bank Holi- 
day—Comptroller of Currency—259, Sept. ’33 


Recognition of Integrity of Trust Service—Can- 
adian Editorial—419, Oct. ’33 


Liquidation of Trust Department Described— 
Alexander P. Reed—39, Jan. ’34 


Trust Funds 


Uniform Life Insurance Trust Practice—Editorial 
—6, Jan. ’31 


Trust Business Flourishes During Hard Times— 
Francis H. Sisson—49, Jan. ’31 
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Canadian Trust Companies Show Steady Growth 
—lIrving Rexford—53, Jan. ’31 


Rapid Strides of National Banks in Trust Field— 
Comptroller of Currency Pole—67, Jan. ’31 


New Records in Increase of Trust Business— 
National Survey—159, Feb. ’31 


Marked Growth of Insurance Trust Business— 
Editorial Data—164, Feb. ’31 


Notable Increase of Trust Funds in Pennsylvania 
—Banking Department Report—275, Feb. ’31 


Uninterrupted Growth of Trust Business in Massa- 
chusetts—Boston Data—277, Feb. ’31 


Impressive Growth of Trust Business—Trust Divi- 
sion, A. B. A. Data—403, March ’31 


Trust Department as Antidote for Low Money 
Rates—Carroll D. Murphy—517, April ’31 


Trust Funds Pass the Five Billion Mark—Penn- 
sylvania Report—721, May ’31 


Remarkable Increase in Trust Business—lIllinois 
Report—727, May '31 


Average Earnings and Volume of Trust Depart- 
ments—National Bank Report—225, Aug. ’31 


How Trust Funds are Distributed in Pennsylvania 
—Pennsylvania Report—247, Aug. ’31 


Growth of Trust Business in Massachusetts— 
Massachusetts Report—389, Sept. ’31 


Earnings and Growth of Trust Departments of 
National Banks—Editorial on Report—696, Dec. 
"31 


A Depression Proof Department—Gains in Busi- 
ness—Albert Journeay—721, Dec. ’31 


New Records in Trust Business—State and 
National Reports—4, Jan. ’32 


Notable Progress of Canadian Trust Companies— 
G. L. Spry—101, Jan. ’32 


Large Volume of Trust Business in Connecticut— 
Connecticut Report—266, Feb. '32 


Remarkable Achievement of Canadian Trust Com- 
panies—Canada Report—7, July 32 


Uninterrupted Growth of Trust Business—Boston 
Data—223, Aug. ’32 


Growth and Activities of Trust Departments of 
National Banks—Aubrey B. Carter—479, Oct. 
"32 

Trust Service Gains in Public Favor—Pennsyl- 
vania Report—613, Nov. ’32 


Record of Trust Administration in Massachusetts 
—Massachusetts Report—615, Nov. ’32 


National Banks Register Trust Growth—Comp- 
troller’s Report—634, Dec. '32 


Growing Complexities of Fiduciary Investing—lI. 
Webster Baker—11, Jan. ’33 


Trust Totals of City Bank Farmers Trust Com- 
pany—New York Item—80, Jan. ’33 


Trust Administration in Massachusetts—Massa- 
chusetts Report—275, Feb. ’33 


Expansion of Trust Business in Pennsylvania— 
Pennsylvania Report—389, March ’33 


Growing Public Appreciation of Trust Service— 
Indiana and Massachusetts Reports—392, March 
"33 


Growth of Trust Assets in Illinois—lIllinois Re- 
port—394, March ’33 


Trust Investment Experience During Depression— 
Raymond W. Hall—525, May ’33 


Trust Company Resources in Massachusetts— 
Massachusetts Report—221, Aug. ’33 


Trust Activities of National Banks—Federal Re- 
serve Board Report—473, Nov. 33 


Number of Corporate Fiduciaries in Illinois— 
State Report—569, Nov. ’33 


Progress of Canadian Trust Companies—Compila- 
tion Summary—21, Jan. ’34 


Fiduciary Activities of National Bank—Comp- 
troller’s Report Summary—151, Feb. ’34 


Fiduciary Activities of National Banks—Tables 
and averages—379, March ’34 


Trust Business in Canada—Report 1924-1932— 
798, June ’34 


300 Largest Banks with Trust Powers—Tabula- 
tion—129, Aug. *34 

Fiduciary Resources of Trust Institutions in II- 
linois—Report—208, Aug. ’34 


Fiduciary Powers Granted and Surrendered in 
1933—Federal Reserve Item—319, Sept. ’34 


Classification of Banks by Population of Towns— 
Nationwide Tabulation—345, Oct. ’34 


Encouraging Progress During 1934—Annual Re- 
ports of Trust Institutions—47, Jan. ’35 


Opinions on Publication of Trust Statistics— 
Comments—187, Feb. ’35 


Two Billion Increase in Trust Funds—Comptrol- 
ler’s Report—348, March ’35 


Illinois Trust Figures—State Auditor’s Figures— 
235, Sept. °35 


Trust Business Through the Depression Years— 
Paul P. Pullen—333, Oct. ’35 


Relations of Trust Companies with Federal Gov- 
ernment—Henry A. Theis—424, Nov. ’35 


STOCK DIVIDEND: see LIFE TENANT and RE- 
MAINDERMAN 


SUCCESSOR FIDUCIARY: see POWERS, Successor 
Fiduciary 


SUPERVISION: see REGULATION 


TAXATION 
Estate and Inheritance 


Mitigating Burdens of Taxation in Preparing 
Wills and Trusts—Joseph J. Robinson—187, Feb. 
"31 

Amendments to New York Estate and Transfer 
Tax Laws—Digest—493, April ’31 


Progress of Reciprocity in Death Taxation— 
Editorial on Court Decisions—140, Aug. ’31 


Effect of United States Supreme Court Decision 
Abolishing Multiple Inheritance Taxation—C. 
Powell Fordyce—29, Jan. ’32 


Some Current Problems Affecting Trust Adminis- 
tration—C. Alison Scully—213, Feb. ’32 
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Changes in Revenue Act of 1932 Affecting Taxa- 
tion of Estates and Trusts—John L. Kuhn— 
683, June °32 


Function of the Inheritance Tax and Taxation of 
Inter-Vivos Transfers—Walter Ewing Hope— 
145, Aug. ’32 


Leading Decision of 1932 Affecting Taxation of 
Estates and Trusts—Russel L. Bradford—27, 
Jan. °33 


Computing Income and Estate Taxes in Filing 
1932 Fiduciary Returns—H. N. Andrews—61, 
Jan. °33 


Current Problems in Connection with Estate and 
Gift Taxes—Bixby Course, Art. 8—99, Jan. °33 


War Risk Insurance and Inheritance Taxation— 
Editorial on Federal Ruling—164, Feb. ’33 


Economy in Estate Taxation—New York Proposal 
for Procedural Change—10, July ’33 


Federal Estate Tax Administration—Robert M. 
Estes—265, Sept. ’33 

Estate Taxation of Life Insurance Policies—Edi- 
torial on Court Decisions—368, Oct. ’33 


Taxability of Powers of Appointment—Henry 
Thalenfeld—613, Dec. ’33 


Federal Estate and Gift Taxes—Gecrge M. Morris 
—70, Jan. ’34 

Fate of Trust as Device to Escape Inheritance 
Taxes—Excerpt—364, March ’34 


Comparative Analysis of Revenue Act of 1934— 
Leo Brady and John L. McMaster—569, May 34 


Capital Taxes for Social Reform—C. E. Kimball— 
579, May ’34 


Minimizing Federal Estate Taxes in Wills and 
Trusts—John D. Wright—743, June °34 


Estate Transfer Costs Under New Revenue Act— 
New York Charts—33, July ’34 


Protection of Family from Destructive Taxation 
—C. E. Kimball—170, Aug. ’34 


The New Federal Estate Tax Regulations—George 
M. Morris—585, Dec. °34 


Municipal Inheritance Tax—H. J. Rudick and B. 
Knollenberg—673, Dec. 34 


Retroactivity of 1931 Amendment to Federal Es- 
tate Tax—Charles L. B. Lowndes—21, Jan. °35 


Federal Estate Tax—History, Valuation and 
Transfers—Robert M. Estes—37, Jan. °35 


Shrinkage of Estates After Death-Tax Toll—John 
D. Wright—599, June ’35 


Compromise of Contingent Remainder Taxes—M. 
Francis Bravman—3l, July ’35 


New Basis of Valuing Estates—Allowances for 
Blockage—Arthur H. Kent—89, July ’35 


Effect of Federal Inheritance Tax Proposals—Il- 
lustrations—91, July °35 


Federal Inheritance Taxation—Trust Executive's 
Viewpoint—Roy C. Osgood—149, Aug. ’35 


Features of the Revenue Act of-1935—George M. 
Morris—223, Sept. ’35 


Highlights of Revenue Act of 1935 Affecting Fidu- 
ciaries—George M. Morris—600, Dec. ’35 


General 


Tax Prevention or Relief, Tax Reduction and Tax 
Recovery—Joseph F. McCloy—73, July ’31 


Improved State Machinery for Tax Appeals—Edi- 
torial on Massachusetts Board—144, Aug. ’31 


Responsibility and Relief from Crushing Burdens 
of Taxation—Melvin A. Traylor—298, March ’32 


Economy and Accuracy in Handling Fiduciary 
Taxes—Arthur F. Merrill—465, April ’32 


Objectives and Principles in Scientific Revision 
of Tax System—Mark Graves—285, Sept. ’32 


Taxability of Transfer and Successor Trustees— 
Bureau of Internal Revenue Ruling—415, Oct. 
32 

Nex Tax Questions Facing Corporate Fiduciaries 
—H. N. Andrews—81, Jan. ’34 


Living and Testamentary Trust Essentials Fre- 
quently Overlooked—J. J. Robinson—153, Feb. 
"34 

Tax Liability Upon Recording Assignments and 
Deliveries of Stock—Francis X. Mannix—445, 
April ’34 

Comparative Analysis of Revenue Act of 1934— 
Leo Brady and John L. McMaster—569, May '34 


Personal Liability of Executors for Federal Taxes 
—O. Eugene Davis—629, Dec. °34 


Private Financing of Tax Payments—Paul Stud- 
encki—110, Jan. ’35 


Multiple Taxation by the State—What is Left of 
It ?—Excerpt—208, Feb. ’35 


The Too Well Remembered Man—Roswell Magill 
—441, April °35 


Protesting Tax Assignments—Recovery of Illegal 
Taxes—Francis X. Mannix—123, Aug. °35 


Correcting Misconceptions in Taxation of Wealth 
—Comments—141, Aug. ’35 


Features of the Revenue Act of 1935—George M. 
Morris—223, Sept. ’35 


Property Taxation of Agency Funds—J. Hugh 
Herring—271, Sept. ’35 


Orthodox Principles of Taxation and Recent Var- 
iations—G. W. Gerstenberg—341, Oct. ’35 


Tax Situation Affecting Trusts and Estates— 
State Comparisons—Mark Graves—609, Dec. ’35 


Gift 


Federal Tax Amendment on Revocable Trusts— 
Editorial on 1931 Law—297, March ’31 


Important Decisions in 1931 Affecting Taxation 
of Estates and Trusts—Russel L. Bradford— 
43, Jan. ’32 


Changes in Revenue Act of 1932 Affecting Taxa- 
tion of Estates and Trusts—John L. Kuhn— 
683, June ’32 


Function of Inheritance Tax and Taxation of 
Inter-Vivos Transfers—Walter Ewing Hope— 
145, Aug. °32 


Trusts Not Subject to Estate and Gift Taxes— 
Item—333, Sept. 32 


Trusts Inter-Vivos and Gifts Under New Federal 
Tax Laws—Louis B. Runk—687, Dec. ’32 
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Leading Decisions of 1932 Affecting Taxation of 
Estates and Trusts—Russel L. Bradford—27, 
Jan. ’33 


Computing Income and Estate Taxes in Filing 
1932 Fiduciary Returns—H. N. Andrews—6l, 
Jan. °33 


Record Gift Tax Paid by Individual—Item—369, 
March ’33 


Effect of Recent Decisicns as to Taxation of Re- 
vocable Trusts—Frank C. McKinney—555, May 
"33 


What Are Taxable Gifts?—Revenue Bureau Rul- 
ing—231, Sept. ’33 


Federal Estate and Gift Taxes—George M. Morris 
—70, Jan. ’34 


Present Day Tax Problems of Trustee—John L. 
Kuhn—197, Feb. ’34 


Comparative Analysis of Revenue Act of 1934— 
Leo Brady and John L. McMaster—569, May '34 


Gift Tax Act Unjust to Fiduciaries—Joseph F. 
McCloy—15, Jan. ’35 


Current Problems in Connection with Estate and 
Gift Taxes—Bixby Course, Art. 8—99, Jan. °35 


Income 


in Preparing 
Robinson—187, 


Mitigating Burdens of Taxation 
Wills and Trusts—Joseph J. 
Feb. 31 


Important Decisions in 1931 Affecting Taxation 
of Estates and Trusts—Russell L. Bradford— 
43, Jan. ’32 


Changes in Revenue Act of 1932 Affecting Taxa- 
tion of Estates and Trusts—John L. Kuhn—- 
683, June °32 


Government Extravagance and Gross Inequalities 
of Income Taxation—William Leslie—701, Dec. 
"32 

Exemption—Item—713, 


Reciprocal Income Tax 


Dec. ’32 


Leading Decisions of 1932 Affecting Taxation of 
Estates and Trusts—Russell L. Bradford—27, 
Jan. °33 


Computing Income and Estate Taxes in Filing 
1932 Fiduciary Reutrns—H. N. Andrews—6l, 
Jan. '33 


Saving Taxes Through Revocable Trusts—Editor- 
ial—165, Feb. ’33 


Recent Decisions Interpreting Fiduciary Taxation 
—Editorial—410, April ’33 


United States Supreme Court on Taxability of 
Income for Payment of Insurance Premiums— 
Frank C. McKinney—677, June ’33 


Tax-Free Trust Income—Editorial—9, July ’33 


Income Tax Status of Funded Life Insurance 
Trust—George Kappes—525, Nov. ’33 


Settling One Phase of Taxation—Jonathan M. 
Steere—99, Jan. '34 


Present-Day Tax Problems of Trustee—John L. 
Kuhn—197, Feb. °34 
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Comparative Analysis of Revenue Act of 1934— 
Leo Brady and John L. McMaster—569, May ’34 


Sale of Decedent’s Property-—Gain or Loss—C. 
Powell Fordyce—461, Nov. °34 


Increasing Revenue by Lessening Tax Require- 
ments—H. N. Andrews—591, June ’35 


Time for Taking Deductions for Losses and Bad 
Debts—Excerpt—519, Nov. ’35 


Legal 
Conflict of International Laws—555, April ’31 
e 


TERMINATION : or LIVING 


TRUST 
TITLE INSURANCE: see REAL PROPERTY 


see DISTRIBUTION, 


TRANSFER AGENT: see CORPORATE TRUST, 


Agency 


TRUST AGREEMENTS: see DRAFTING, or LIVING 
TRUSTS 


TRUSTS: Corporate—see Corporate Trusts; Living— 
see Living Trusts; Life Insurance—see Life 
Insurance Trusts; Testamentary—see Testa- 
mentary Trusts 


UNIFORM LAWS 


Problem in Dealing with Accretions to Estate— 
W. G. Littleton—i7, Jan. ’31 


Codification of Trust Law—Unfavorable Comment 
of New York Trust Officer—81, Jan. ’31 


Statistical Definition of Trustee Powers, Duties 
and Responsibilities—Editorial—159, Feb. ’31 


Responsibility of Trustee Regarding Original In- 
vestments—Austin W. Scott—181, Feb. ’31 


Uniform Trust Laws—Editorial on A. B. A. Con- 
stitution—297, March ’31 


Trustor, Trustee Constitution Appears—KEditorial 
on A. B. A. Constitution—300, March ’31 


Clarifying Laws Governing Trustees and Execu- 
tors—Louis S. Headley—305, March ’31 


Questions Wisdom of Uniform Law of Trusts— 
Item of Trust Officer—423, March ’31 


Comment on Proposed Uniform Law of Trusts— 
Pennsylvania Item—444, March ’31 


Prime Need for Uniform, Fiduciary Act-—Editor- 
ial—465, April ’31 


Proposed Law Governing Dividends and Share 
Rights—Digest of Draft—507, April ’31 
Trustees—Item—597, 


Defining Obligations of 


April ’31 
Transfer of Securities in Names of Fiduciaries— 


Fred G. Renswig—649, May ’31 


Uniformity and Safety in Public and Charitable 
Bequests—Vitus G. Jones—825, June ’31 


Codification of the Law of Trusts and Fourth 
Draft of Uniform Principal and Income Act— 
Editorials—135, Aug. ’31 
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Approved Uniform Principal and Income Act— 
Final Draft—465, Oct. ’31 


Report of Committee on Uniform Trust Nomen- 
clature—Alex P. Reed—471, Oct. 31 


Uniform Stock Transfer Law Adopted in Califor- 
nia and Alabama—Items—496, Oct. ’31 


Non-Taxability of Insurance Payable to Named 
Beneficiary—Items—653, Nov. ’31 


Security Transfers by Fiduciaries and the Uni- 
form Fiduciaries Act—William H. A. Johnson— 
733, Dec. ’31 


Progress in Laws Governing Trust Administra- 
tion—George G. Bogert—325, March ’32 


Modernizing Laws Governing Intestacy and De- 
volution—Richard Stockton—357, March ’32 


Clarifying Laws Covering Duties and Powers of 
Trustees—William J. Stevenson—367, March, °32 


Proposed Uniform Act on Powers, Duties and 
Responsibilities of Trustees—Report—370, 
March ’32 


Improvement in American Practice Suggested by 
British Trustee Act—William P. Congdon—601, 
May, ’32 


Interpretation of Proposed Uniform Principal 
and Income Act—Charles E. Clark—723, June 
"32 

Need for Uniformity in Mortgage Foreclosure 


Laws—George S. Parsons—175, Aug. ’32 


Coordinating State and Federal Banking Control 
—Pennsylvania Supervision—738, Dec. ’32 


Restatement of Law Governing Investment of 
Trust Funds—Austin W. Scott, Jr.—33, Jan. ’33 


Standardizing Legal Codes for Trust Investments 
—Frank McKinney—329, March ’33 


Evils Remedied by Uniform Fiduciaries Act— 
Theodore K. arner, Jr.—63, July °33 


Uniform Trust Laws—Editorial—125, Aug. ’33 


Presumption of Death (National Conference of 
Commissioners on Uniform State Laws)—428, 
Oct. ’33 


Uniform Principal and Income Act in Operation— 
A. L. Grutze—469, Nov. ’34 


Uniform Trustee’s Accounting Act—Proposals— 
National Conference of Commissioners—465, 
April ’35 7 


Proposals for Uniform Trust Act—Comparison of 
Law Institute and Trust Division Reports—637, 
June 735 


Uniform Presumption of Death Act—National 
Conference Recommendations—389, Oct. ’35 


Uniform Estates Act—5th Tentative Draft— 
National Conference Report—399, Oct. ’35 


VALUATION: see ASSETS, Administration 


VOLUNTARY TRUST: see LIVING TRUSTS 


WEALTH AND PROPERTY RIGHTS 


(See also: STATISTICS) 


What Will Women Do With the World’s Wealth? 
—Item—82, Jan. ’31 


Misconceptions as to Trusteed Wealth—Editorial 
—157, Feb. 31 


Calvin Coolidge on ‘Accumulated Wealth’— 
Editorial—466, April ’31 


Powerful Argument for Trust Protection—Survey 
of Wealth—National Civic Federation—613, 
May ’31 


Social and Legal Aspects of Trust Service—Al- 
bert Rosenshine—231, Aug. ’31 


Seriptural Injunctions to Save—Item—248, Aug. 
"31 


Pope Pius on Rights of Property and Inheritance 
—Editorial—270, Sept. ’31 


Misconceptions as to Trusted Wealth—Rudolf 
Hecht—289, March ’32 


Trust Service Acquires Greater Influence—Thom- 
as C. Hennings—337, March 732 


Rights and Primitive Taxation—Calvin Coolidge 
Letter—6, July ’32 


Is Capitalism on Trial ?—Symposium—129, Aug. 
32 


Preserving Sanctity of Contracts and Trustee Ob- 
ligations—Edmond Duffield—303, March ’33 


Sidelights on Wealth Control Question—G. T. 
Stephenson—69, Jan. 34 


Efforts to Undermine Thrift Real Menace—A. H. 
Giannini—245, Feb. ’34 


Wealth One Hundred Years Ago—1834 Inventory 
—97, July ’34 


Correcting Misconceptions as to Concentration 
of Wealth—Alan H. Temple—87, July ’35 


Relations of Trust Companies with Federal Gov- 
ernment—Henry A. Theis—424, Nov. ’35 


The Stewardship of American Wealth—Excerpt 
—617, Dec. °35 


WILLS, DRAFTING: see DRAFTING, Wills and 


Trusts 


WILLS 


Probate 


(See also: JURISDICTION) 
Constitutional Law Involved in Statute on Wills— 
Editorial on Indiana Wills—163, Feb. ’31 


Probate Forms and Procedure in California— 
Item—227, Feb. ’31 


California’s New Probate Code—Item—132, July 
"31 

Current Problems Affecting Trust Administration 
—C. A. Scully—213, Feb. ’32 


Ohio’s Revised Probate Code—Item—275, Feb. *32 
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Advances in Probate Legislation Affecting Estates 
—William C. Turpin—231, Feb. ’33 


Forfeiture for Contesting Probate of Wills— 
Item—489, April ’33 


Integration of Holographic Wills—Excerpt—760, 
June °34 


Probate of Wills—Administration of Intestate 
Estates—Bixhy Course, Article 2—19, July ’34 


Contract Not to Contest—Right of Beneficiary to 
Compromise Wills—Excerpt—198, Aug. ’34 


Libel by Last Will and Testament—Excerpt—305, 
Sept. ’34 


Wills—Joint and Mutual—Secret Revocation— 
Excerpt—80, Jan. ’35 


Is Your Financial House in Order?—Chester J. 
Dodge—277, March ’35 


Living Probate—Validity of Will During Lifetime 
—Excerpt—75, July ’35 


Ante Mortem Probate—David F. Cavers—327, 
Oct. ’35 


Legal 
Revocation—California Decision—225, Feb. °31 


Will Construction—Kentucky Decision—225, Feb. 
*31 


Interpretation of Wills—New York Decision—225, 
Feb. ’31 


Instance When Seccnd Wife Does Not Revoke— 
New York Decision—226, Feb. °31 


Will Construction—Pennsylvania Decision—415, 
March ’31 


Revocation of Wills—New York Decision—556, 
April ’31 


Invalid Will—California Decision—662, May ’31 
Payment of Debts—Indiana Decision—82, July ’31 
Revocation of Wills—Iowa Decision—82, July '31 
Revocation—Pennsylvania Decision—213, Aug. °31 


Right of Election—New York Decision—214, Aug. 
31 


Compromise of Claims—New York Decision—777, 
Dec. *31 


Extrinsic Evidence in Wills—New York Decision 
—391, March ’32 


Widcw’s Election—Pennsylvania Decision—392, 
March ’32 


New Conditions As Affecting Construction of 
Testamentary Trust—Kentucky Decision—433, 
Oct. ’33 


Effect of Testator’s Subsequent Marriage on Prior 
Will—California Decision—90, Jan. ’34 


Wills—Construction of Provision for Support of 
Wife—Rights of Remainderman—New York De- 
cision—67, July °’34 


Construction and Enforcement of Trust for Sup- 
port of Beneficiary—Massachusetts Decision— 
356, Oct. °35 


Prominent 


Notable Trust Appointments in the South—Item 
—546, April ’31 


Colonel Michael 
April ’31 


Friedsam’s Will—Item—557, 


TRUST COMPANIES 


Additions to Trust Service ‘Hall of Fame’—Roster 
—609, May °31 


Large Estates Recently Probated—Item—703, 
May ’31 


Appointed Trustee of Philanthropic Bequests—St. 
Louis Item—823, June °31 


Last Will and Testament of Colonel Francis H. 
Fries—Text—219, Aug. ’31 


High Tribute to Trust Administration—Item— 
505, Nov. ’32 


Will of Charles H. Sabin—Excerpts from Text— 
552, Nov. ’33 


H. P. Whitney Created Irrevocable Trusts-Ap- 
praisal—Item—95, July ’34 


The Will of America’s Best Beloved Citizen— 
Item re Will Rogers’ Will—306, Sept. ’35 


Unusual 


Kind Deeds Repaid by Testamentary Bequests— 
Item—656, May ’31 


Picturesque and Peculiar Hollywood Wills—Rosa- 
lind Shaeffer—771, June ’31 


‘Now That I Am Dead’’—Talking Novice—Eng- 
lish Item—824, June °31 


Writes Will on a Bank Check—Item—64, July °31 


Trust Companies Must be Versatile—Item—254, 
Aug. ’31 


Trust Company to Establish Community Centers 
—St. Louis Will—255, Aug. 31 


Will in Verse—Item—269, Sept. ’31 


A Contractor Makes His Will—Item—368, Sept. 
"31 


Oddities in Wills—English and American—Item 
—775, Dee. ’31 


The Orchardist Writes His Will—Item—494, April 
32 


‘ 


Trust Service Offers Asylum for Dogs, Cats, 
Birds, etc.—Item—508, April ’32 


Altruism in Wall Street—Item—575, May ’32 
Brewery Left to Methodist Ministers—89, July ’32 


Executor Directed to Discover and Report Boot- 
legger—Item—333, Sept. ’32 


Trust Fund for Unselfish Graduate—597, Nov. '32 


Bank Named as Beneficiary in Will—Item—649, 
Dec. ’32 


Synthetic Tears and Lamentations—Item—100, 
Jan. °33 


Temperance Test in Will—Item—128, Jan. '33 


Joy of Work and Other Precious Bequests—Sir 
James Barrie—239, Feb. ’33 


Strange English Wills—Item—202, Aug. °33 


The Pleasure of Making a Will—Item—423, Oct- 
33 


The Drama of Wills—Lee S. Trimble—159, Feb. 
"34 


The Making and Breaking of Wills—Harry 
Hibschman—171. Aug. ’35 





